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Outlook for War In China 


_ The Kuomintang efforts for reach- 
Ing an agreement with the Chinese 
Communist Party, following the series 
of military defeats suffered by the 
Chiang Kai-shek led armies in North 
China throughout 1948, have now 
dragged on for over 2 months. It was 
on New Year’s day that Chiang broad- 
cast a message to the people averring 
his readiness to enter into peace 
negotiations and, if necessary, to make 
way for other politicians to bring 
about, as a first step, a truce in divid- 
ed China. Three weeks after this 
message it was found necessery by 
the Generalissimo to leave Nanking, 
hand over the business of a president 
of the rump republic to Li Tsung-jen, 
and to retire, temporarily, to his 
native place, Fenghua. Subsequently, 
the acting president Li tried to open 
negotiations with the CCP and assem- 
bled several so-called peace delegates. 
Simultaneously, and in order to show 
his good will and enlightened rule. 
Li Tsung-jen ordered that a number 
of emergency laws and_ regulations 
be rescinded, that the secret service 
be disbanded and that political prison- 
ers be realeased from their concen- 
tration camps and detention houses! 
However, Li’s power was insufficient 
to get results and nothing was done. 
The prestige of the acting president 
suffered and the peace parleys, not 
yet started, were serious!y compromis- 
ed. As was later proved, Chiang in 
his native town was_ still wielding 
control over the KMT. The secret 
service in loyalty to its chief balked 
all efforts by Li Tsung-jen to liberalise 
the system of coercion in the KMT 
ruled territories, the. Executive Yuan 
under its president Sun Fo established 
itself in Canton, the Whampoa gen- 
erals busied themselves in redeploying 
and reorganising their armies, pre- 
parations for a come-back were rush- 
ed in Taiwan— and under such pre- 
mises the acting president was ex- 
pected to gain the confidence of the 
CCP. Unofficial contacts between 
Nanking and North China were made 
but no progress achieved. The CCP. 
while not doubting the bona fides of 
Li, continued to accuse the KMT of 
asking for a truce only in  or- 
der to gain sufficient time for a 
military rally and the general tone of 
their announcements was that the 
war of liberation will continue until 
the controlled military will have 
laid down theix arms. 


What terms the CCP proposed for 
entering into peace negotiations were 
ceemed unacceptable by the KMT and 
therefore no truce can be expected 
and the resumption of fighting once 
the People’s Liberation army cross the 
Yangtze is not far off. The outcome 
of protracted civil war operations is not 
coubtful; the KMT commanded armies 
show increasing signs of disintegra- 
tion and defection. The lower 
Yangtsze valley is the CCP’s for the 
asking. 


The new president of the Executive 
Yuan, Ho Ying-chin, who followed 
Sun Fo who was. chased out of of- 


tice by a _ virulent combination of 
hostile press, puwile associations anu 
Legislative Yuan members, is now 


supposed to create more unity among 
the doomed KMT. Ho’s nomination, 
approved by Chiang, does not con- 
stitute one step nearer towards the 
commencement of truce parleys with 
the CCP; on the contrary, the former 
War Minister has been known for his 
uncompromising stand against the 
CCP and was, usually next to Chiang, 
the object of attack and venom by 
the Communist press and official 
spokesmen. Since Ho’s conversion to 
“moral rearmament” in’the U.S. no 
change of attitude in North China has 
been discerned. 


There was only sporadic fighting 
reported since the beginning of this 
year but behind this lull) active pre- 
parations, on both sides of the Yang- 
tsze,, have been made as both regimes 
did not and do not trust each other 
or the possibility of arriving at a 
compromise at the present stage of 
affairs. The KMT, with justification, 
claims that acceptance of the con- 
Gitions advanced by Mao Tse-tung 
would amount to surrender with the 
subsequent liquidation of the KMT. 
The CCP never. pretended that the 
terms offered by its chairman are not 
intended to do away with the KMT. 
The other Chinese political parties and 
associations have declared themselves 
in favour of the CCP sponsored policy 
and what small support the KMT pre- 


viously commanded from _ splinter 
parties has meanwhile all meited 
away. It looks as if Chiang’s big 


brave words of “fighting to the bitter 
end” are the only alternative to sur- 
render but the question remains whe- 
ther there will be much of a fight 
when it comes -to action. 


Malay-Chinese Relations 


Relations between the native Malays 
and the immigrant Chinese have never 
been friendly in Singapore and Malaya. 
there always was, even in the valmest 
periods, a strong undercurrent of sus- 
picion on the part of Malays vis-a-vis 
the numerically growing Chinese com- 
munity. In finance and commerce the 
Chinese became predominant and they 
even managed, since 1940, to encroach. 
upon the farmland as rice cultivators. 
During the period of the Sino-Japanese 
war, prior to Japan’s entry into the world 
war il, relations between the Malays 
and the Chinese assumed increasingly 
unfriendly aspects which did not im- 
prove when the Japanese army ruled 


‘Malaya until its liberation in August 


1945. The post-war years have 
brought about an outbreak of great 
and persistent violence of which there 
is as yet no end to be seen. 


On the issue of trade union control 
through communist party domination 
the present emergency has arisen and 
in its train Malay resentment towards 
large sections of the Chinese has grown 
to unprecedented depth, spurred as it 
was by the spread of nationalism in 
Asia and the success of the Indonesian 
relatives in Java and Sumatra. Prior 
to June 1948, the start of the terroristic 
campaign against the authorities, the 
country’s trade union leadership was 
monopolised by Chinese who managed 
to wield political influence through la- 
bour federations; the Malayan Com- 
munist Party secured eventually full 
control over these federations, mean- 
while retaining a paramilitary outfit in 
the jungle with arms _ previously 
obtained from the British when they 
operated an effective guerilla force 
(Anti-Japanese Malayan People’s 
Army) during the war. Undoubtedly, 
the labour federation bosses over- 
reached themselves, they underestimat- 
ea the strength and determination of 
the authorities and the opposition on 
the part of the Malays if not of the 
majority of the ethnically so diversified 
Malayan community. The start of the 
terrorism in Malaya followed the in- 
troduction of a trade union ordinance 
in Singapore and Malaya which re- 
quired that federations were to be 
limited to trade unions in similar occu- 
pations or industries and that all union 
officials had to be men with no less 
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than 3 years’ experience in the particu- 
lar industry. Subsequently, most of 
the federation leaders, being disquali- 
fied to hold their jobs any longer as 
most of them were recent arrivals or 
otherwise not connected with industry, 
took to the jungle where they called 
out the still efficient ex-A.J.M.P.A., 12- 
styling them as anti-British M.P.A. 


During the last 842 months the 
guerillas have wrought much damage 
and killed many people but the dan- 
ger to Malaya has long ago passed and 
the progress of cleaning up the rem- 
nants of terrorists has been, consider- 
ing the terrain, reassuringly fast. Out 
of this violence have developed both a 
progressive integration of Malay na- 
tionalism and a sentiment on the part 
of the Malayan born Chinese to ad- 
vocate a new political approach to- 
wards living together with the Malays 
and the other races, notably the In- 
dians, in Malaya. The establishment 
of a Malay-Chinese Goodwill Commit- 
tee, which recently expanded to in- 
clude aiso other communities, and of 
the Malayan Chinese Association augur 
well for the peaceful and orderly de- 
velopment of Singapore and Malaya on 
the basis of racial harmony. If the 
Chinese in Malaya ‘will show sincerity 
and willingness to become citizens of 
the new country which they will re- 
gard as their only home and to which 
they pledge their only loyalty, more 
cordial relations with the Malays can 
be cultivated and a Malayan nation- 
ality may be created. The cooperation 
of the various communities in Malaya 
is the prerequisite for eventual self- 
government which is expected to cu!- 
minate in the constitution of another 
Dominion of the Commonwealth. 


= * * = 


Agreement in Vietnam 


A step towards placation but not yet 
settlement of the Vietnam independence 
issue has been reached last week with 
the signing of an agreement between the 
French President and ex-Emperor Bao 
Dai which provides inter alia for (1) the 
possible union of the three Kys, Annam- 
Tonkin-Cochin, provided that a plebis- 
cite in Cochin decides in favour of 
federation; (2) establishment of an au- 
tonomous Republic of Vietnam, within 
the French Union, with own parliament, 
foreign diplomatic service (own ambas- 
sadors in China, Siam and the Vatican, 
elsewhere being represented by French 
diplomats); (3), jurisdiction by Vietnam 
courts over Vietnam citizens, other cases 
to be heard. by mixed Franco-Vietnam 
courts; and (4) establishment of a Viet- 
nam army aside of a French army in 
Indochina, both armies to be under the 
command of a French officer in case of 
war, and with the French forces obtain- 
ing the right to maintain military, air 
and naval bases in Vietnam territory. 

The future form of Vietnam, both ter- 
ritorially and constitutionally, remains 
to be defined; Bao Dai may either be- 
come president of the new republic or 
assume again the emperorship. The 
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inclusion of Cochin, in case of a plebis- 
cite, is a foregone conclusion. 


The two other constituent states of 
Indochina, the kingdoms of Laos and 
Cambodia, will remain linked to France. 
They will be individually represented in 
the French Union Assembly in Paris. 


A new republic in the Far East is 
about to emerge but the strife, after all 
terms of the agreement have been imple- 
mented, is far from its conclusion. The 
Vietminh party, under Ho Chih Minh’s 
leadership and guided by the Vietnam 
Communist Party (VCP), is opposed to 
the agreement and insists on full inde» 
pendence without any delay. The VCP 
is determined to continue its tactics 
which have hampered economic recon- 
struction in Indochina; a compromise 
with them is not possible at the moment. 
The popular support of the Vietminh is 
however strong and the French together 
with the Vietnam provisional govern- 
ment dispose of no effective means to 
gain full control of Vietnam even if the 
new republican government should come 
into existence; but there is much con- 
fidence that the differences between the 
conservatives and liberals of Vietnam 
on one hand, and the VCP cominated 
Vietminh on the other can be smoothed 
out and that eventually both sides will 
arrive at a modus vivendi for the bene- 
fit of the common people. 


* * * = 


National Income in 
Far Eastern Countries 


National income in China and the 
Philippines has declined in the post- 
war year 1946, as compared with pre- 
war, the former by 9.2 per cent and 
the latter by 14 per cent. In Japan, 
such decline may have approximated 
about 50 per cent. In terms of the 1946 
purchasing power for the American 
dollar, the per capita national income 
seems to be still! the highest for Japan, 
followed in diminishing scale by the 
Philippines, Indonesia, and China. In 
Japan alone is the major share of the 
national income (66.6 per cent in 1939) 
derived from industry and trade, while 
in other countries agriculture still con- 
tributes from one half to three fourths 
of the national income. Thus, 59.6 per 
cent in Philippines (1946), 62.7 per cent 
in China (1946), and 76.1 per cent in 
Indonesia is derived from agriculture. 
Capital formation, except in Japan, 
must have been very limited all over 
Asia and the Far East. In China, pre- 
war estimates point even to the exis- 
tence of net dis-investment in some 
years, once capital flow from abroad 
ceased to be maintained. 


China in 1946 had a_ population of 
461 million and a national income of 
24,737 million yuan at 1936 prices, giv- 
ing a per capita income of 54 yuan or 
Chinese national dollars. This latter 
sum is equivalent to U.S. $15.95 in 1936 
at the rate of 1 yuan to U.S. $0.2953. 
In view of 45 per cent increase in the 
U.S. wholesall price index during 1936- 
46, the per capita income of U.S. $15.95 
in 1936 would have been equivalent to 
U.S. $23.13 in 1946. In comparison with 
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the per capita income for other coun- 
tries that of U.S. $23.13 for China in 
1946 is the lowest. 

National Income of China:—In terms 
of the 1936 prices, China’s national 
post-war income for all areas, exclud- 
ing Formosa, shows an overall decline 
of 9.2 per cent. Agriculture, accounting 
for 62.7 per cent of 1946 income, de- 
clined by 11.7 per cent while commerce, 
the second major item accounting for 
9.7 per cent declined by 11.5 per cent. 
This was followed, in order, by a fall 
of 32.2 per cent for manufacturing 
{occupying 7.2 per cent of total nation- 
al ingome), and 71.1 per cent for min- 
ing metallurgy (occupying 0.4 per 


cent of total national income). 


On the other hand, three branches 
of industry showed a gain in output 
over the pre-war (1936) return,—28.4 
per cent for professional service (claim- 
ing 1.2 per cent in total national in- 
come), 66.4 per cent for government 
service (7.1 per cent in total national 
income), and 200.3 per cent for banking 
and insurance (3.7 per cent in total 
national income). Wartime expansion 
in the armed forces and civilian (gov- 
ernment and _ educational) services, 
growth of financial activities under in- 
tationary conditions, and _ rise of ac- 
countants and lawyers to handle the 
expanding tax system on business en- 
terprises—these together helped to pre- 
vent the national income from falling 
to a greater extent than is shown by 
the 1946 returns,, that is, by 9.2 per 
cent. However, the results are affected 
to some extent, by the methods used 
in estimating real national income in 
the government sector, banking and in- 
surance, and for the professional ser- 
vice. 

Capital formation in China is limited 
and cannot be otherwisse since the in- 
come of the people is meagre and in- 
adequate. The propensity to consume 
is high, while the propensity to save is 
low. There was even negative invest- 
ment or dis-investment during the 
period 1933-35, when the effects of the 
world economic depression spread to 
China. But even in the best-pre-war 
year, that is 1936, ret investment 
reached only an estimated sum of 5.5 
per cent of the total national income. 

The general pattern of per capita in- 
come in Far Eastern countries seems to 
conform to the commonly observed 
phenomenon that per cavita income 
rises with the progress of industrializa- 
tion, and varies with the land-man 
ratio in countries with a more or less 
similar level of economic development. 
The per capita income is probably 
highest in Japan, lowest in China. In 
between these two extremes are the 
Philippines and Indonesia. 

In 1940 the total national income for 
Japan Proper was placed at 39.8 biilion 
yen, or U.S. $9.33 hillion according to 
the then prevailing rate of exchange (1 
yen equal 23.44 U.S. cents). The civil- 
ian population for that year was 
71,420,000 and the armed forces 1,694,- 
000, giving the total population of 
Japan Proper in 1940 of 73.1 million. 
The per capita income for Japan Pro- 
per was thus U.S. $128 in 1940. As the 
U.S. wholesale price level during 1940- 
46 rose by 54 per cent (from 91 fo 140), 
the 1940 per capita income of U.S $128 


1949 


FAR EASTERN ECONOMIC REVIEW 


in Japan Proper would be worth U.S. 
$197 in 1946. However, Japan's nationai 
income must have been considerably 
reduced today, as compared with that 
tor 1940. The Japanese index of in- 
dustria} production, compiled by SCAP, 
showed a steady increase from 1932 up 
to 1941. Ever since, there has been a 
drop. The year of Japanese surrender 
saw the index more than halved, from 
154.8 in 1944 to 61.5 in 1945. It was 
further halved in 1946, to 32.5. Not 
until 1947 did it begin to rise again, to 
40.9. The 1946 index, as compared 
with the 1940 index, is onkty one-sixth. 
It is true that the industrial production 
index covers only mining and manu- 
facturing. not other branches of the 
nation’s economic activity. Yet these 
branches contributed 44.2 per cent of 
Japan’s national income in 1940. At 
1946 prices the estimated per capita in- 
come for 1940 was equivalent to U.S. 
$197. In activity it was perhaps less 
than half that figure in 1946. 


Japan’s private capital formation 
claimed 12.8 per cent of the national 
income in 1949, 10.8 per cent in 1941, 
9.5 per, cent in 1942, 13.7 per cent in 
1943, and 13.5 per cent in 1944. 

National Income in the Philippines: — 
During 1938-46 there was a 14% de 
ciine in the physical volume of Philip- 
pine national income, the decline in 
1938 prices being from 1,163 million 
to 1,006 million pesos. Agriculture 
showed a_ dectine of 24 per cent and 
other industries one of 33 per cent. 
while services registered a gain of 33 
per cent. The relative position of differ- 
‘ent industries and services has under- 
gone a change during 1938-46, an im- 
provement for agriculture, livestock, 
fisheries, manufacturing, professions, 
army services, domestic and personal 
services; but a deterioration for for- 


estry, mining, trade, transportation 
and communication, tinance, govern- 
ment and education. 

The gross national income of the 


Philippines in 1946 is estimated at 3,228 
million pesos by the Joint Philippine- 
American Finance Commission, from 
which is to be deducted 469 million 
pesos as depreciation, thus giving a net 
national income of 2,759 miliion pesos. 
To this is to be added 501 million pesos 
as ‘transfer from abroad,’ consisting of 
154 millions for U.S. Government pay- 
ments, 274 million pesos for U.S. sur- 
plus property, 64 million pesos for U.S. 
Defence and Military Assistance Pro- 
gramme, and 9 million pesos for 
UNRRA aid. The total available means 
in the Philippines during 1946 is thus 
3,260 million pesos. Taking the 1946 
Philippine population at 18,500,000, the 
1946 per capita income for the Philip- 
pines was 176 pesos. The latter sum, 
‘converted at the 1946 rate of 1 peso 
‘equal to 50 U.S. cents, amounts to U.S. 
$88. The Philippine peso, however, has 
been over-valued; consequently, the 
per capita Philippine income in terms 
of U.S. dolar is inflated to a similar 
extent. 

The national income for the Nether- 
lands East Indies is estimated at 2,933 
million guilders for 1939, which if 
divided by a population of 69.4 million 
during the same year gives a per capita 
ineome of 42 guilders. The latter sum 
is equal to US. $22.45, at the exchange 
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Development of Hongkong’s Weaving & Knitting Industry 
through Aid and Advice by the British Cotton Board 


The Hongkong textile industry arose 
during the 1930s rather as an off-shoot 
of the Chinese textile industry when 
conditions in China deteriorated and 
made the establishment of industry in 
that country a precarious venture, and 
when Imperial Preference prevailing 
throughout the Empire gave manufac- 
turers an added incentive to put their 
factories on British soit. The industry 
received some hard knocks from Jap- 
anese competition in the late ’30s, and 
it is but fair to say that it only sur- 
vived because of the quota system 
which was imposed by many British 
tropical colonies against Japanese tex- 
tiles. After the war, it enjoyed boom 
conditions owing to the tremendous 
shortage of textiles throughout the Far 
East, but those exceptional conditions 
could not, and did not, last. In com- 
mon with most other Far Eastern 
countries, the costs of production have, 
since the war, risen tremendously. In 
particular, wages have risen until the 
wage cost per man loom is believed to 
be higher than in Lancashire. Other 
costs such as yarn which has to be pur- 
chased from abroad with heavy freight 
charges, and power, have increased 
proportionately. In the meantime, Jap- 
anese textiles are coming back on the 
market, and China has been selling on 
a falling exchange. Hongkong’s major 
competitive advantage in textiles has 
been its cheap labour and this has 
gone, probably for all time. 

Hongkong’s textile industry, while 
employing a larger percentage of Hong- 
kong’s industrial population than any 
other manufacturing :ndustry is not, 
however, large. The total registered 
working population is not more than 
25,000 persons. Hongkong is not an 
industrial centre, it is primarily a com- 
mercial entrepot. Nevertheless, since 
the war, the continued deterioration of 
political conditions in China has invited 


rate of 1 guilder to 53.44 US. cents. 
The American wholesale price level 
during 1939-46 has risen by 36 per cent 
(from 89 to 140). The per capita in- 
come of U.S. $22.45 in 1939 would 
therefore be equal to U.S. $35 in 1946. 


Distribution of National Income by 
Industrial Origin 1939-47. 


(In percentages) 


Indo- Philip- 
nesia China pines Japan 
1939 1946 1946 1936 
Agriculture ABAA"62,7" “59:68 98519 
Mining... —_— 0.4 6.6 2.9 
Manufacture — 7.3 3.6 41.3 
Transportation 
and com- 
munication 1.4 3.7 1.6 5.9 
Trade? “iva 6.7 9.7 10.2 25.3 
Finance .. a 3.7 1G!) 
Professions _— 1.2 22) B7 
Government 7.5 Tab. UA) 
Domestic 
services . 2.3 0.6 — ) 
Others 6.0 3.6 Sie) 
Total 100.0 100.0 100.0 100.0 


more industrialists to Hongkong, and 
has given rise to a spinning industry. 
It is, however, the weaving and the 
knitting sections of the industry which 
have now come hard up against the re- 
vised Japanese and Chinese competi- 
tion and are having to lay off at periods 
their work people. The Hongkong Gov- 
ernment is concerned, first, because it 
would like to see some industry set up in 
the colony to giveit a more balanced eco- 
nomy, and secondly, an unemployment 
problem in the highly explosive poli- 
tical atmosphere of Asia would consti- 
tute a heavy liabitity. The local tex- 
tile manufacturers have been aware 
for sometime that all is not right with 
their textile industry. Some of them 
had an opportunity of visiting Lan- 
cashire mills when they went over to 
the British Industries Fair early in 
1948. It is true to say that they stood 
in awe at the sight of Lancashire’s 
major industry, and, while they can 
never hope to set up mills of the size 
which run in Lancashire, nevertheless, 
they are very conscious that something 
different and something better than 
what they have at present is really 
necessary. The numerous hand-looms 
which survive in the kitchens of small 
Chinese houses recalling the days of 
not very long ago when textiles were 
a cottage industry, will have to go, and 
this time probably forever. As regards 
the power looms, the local manufactur- 
ers are dimly aware that there is some- 
thing wrong. Some think their ma- 
chinery is out of date, others that the 
deployment of machinery, and prob- 
ably Yabour, could be substantially im- 
proved. A number are prepared to in- 
vest new capital in the weaving indus- 
try, but are terrified that, left to their 
own judgement, they may purchase the 
wrong type of machinery. 


The local manufacturers have there- 
fore approached Government with a 
view to obtaining some expert advice 
on what manufacturers should do on 
the production side. It is, of course, 
realised by the Government that pro- 
duction is less than haif the whole 
story, and unless the distributing and 
marketing systems are improved, the 
best productive system in the world 
will not be successful. The weavers 
asked subsequentiy the Government if 
a consultant could be brought out from 
England who could advise them on 
the present state of the weaving 
industry, which to the few tex- 
tile experts who had seen it, is 
usually regarded as primitive. Such a 
consultant could state, for example. 
whether he thought it would be wise 
or possible to set up a modern and 
efficient weaving industry in Hiongkong, 
the terms on which it might be done 
and the type of machinery which 
should be employed. He might also 
be able to state what would be 
the optimum size of a weaving 
shed, and whether it would be ad- 
visable to purchase any of the redun- 
dant machinery which is being re- 
placed in Lancashire at present. 
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Eventually, last October, the Direc- 
tor of Commerce & Industry (former 
Superintendent of Imports & Exports 
Dept.) wrote to the Shirley Institute of 
Manchester with a view to seeking 
their advice as to: (1) Whether it 
would be prepared to recommend a 
consultant to visit Hongkong for the 
purposes outlined above. (2) The ap- 
proximate time which he would require 
ta be in Hongkong. (3) The approxi- 
mate cost in Pounds sterling. 


The Shirley Institute handed Hong- 
kong’s inquiry to the Cotton Board 
who gave careful consideration to the 
questions posed by the Colony’s manu- 
facturers and the Government. The 
Cotton Board have not found it easy to 
arrive at a conclusion in view of the 
difficulty of dissociating the purely 
technical questions from issues of 
policy. In regard tc the tatter they felt 
that they might find it mecessary at 
some later stage to express their views, 
but they finally decided that they 
would be prepared to help, if possible, 
to enable Hongkong to have a factual 
technical investigation carried out. The 
choice of a suitable consultant to re- 
commend to Hongkong, who would be 
willing to undertake such an investiga- 
tion, presented something of a problem. 
This difficulty, however, was overcome 
when a member of the Cotton Board 
appointed for his knowledge of the 
weaving industry volunteered to visit 
Hongkong and conduct the investiga- 
tion together with one of the senior 
officers of the Cotton Board staff whc 
would be able to act in a_ Secretarial 
capacity and whose general knowledge 
and experience would also be of great 
use in carrying out the investigation. 


This member of the Cotton Board, 
Mr. A Hollas, has had long. experi- 
ence of the weaving industry and has 
played a prominent part in the activ- 
ities of the trade organisations connect- 
ed with that section of the industry. 
The Board and Hongkong Government 
as well-as the public here at large felt 
that Mr. Hollas’ offer was an extremely 
generous one. The time which the two 
officers of the Cotton Board may re- 
quire for the completion of an adequate 
investigation has ncw been set at four 
weeks. The cost of the investigation 
amounts only to the cost of travel and 
accommodation in I'ongkong. 


Mr. A. Hollas and Mr. H. E. Wads- 
worth have arrived this week in the 
Colony. The programme has been pro- 
visionally fixed as follows:—first week, 
investigation of cotton yarn spinning 
mills; second week, investigation of 
weaving mills; third week, investigation 
of knitting mills; and fourth week, 
consultation, collective and individual 
interviews. 


The general public, the textile indus- 
try and Government welcome the ar- 
rival of the two officers of the Cotton 
Board and hope that on the basis of 
their survey and recommendations the 
local weaving and. knitting industry 
will now develop along modern lines 
for the benefit of the community and 
the further progress of Hongkong’s pro- 
mising industrialisation. 
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The Situation in Malaya 


CHANGES IN THE POLITICAL ATTITUDE OF THE CHINESE IN MALAYA 
AND MOVES TOWARDS COOPERATION WITH THE MALAYS 


Most of the recent political develop- 
ments in Malaya are connected in one 
way or another with problems affect- 
ing the Chinese community, particular- 
ly as a result of the emergency de- 
clared eight months ago. The Chinese 
in Malaya number more than 1,880,- 


000. They form almost half of the 
population of the country and they 
predominate in the more highly 


developed areas on the west coast of 
Malaya. The problems of the Chinese 
are also the basic problems of 
the Government in its campaign to 
eliminate the menace of Communist- 
led Chinese bandits striking in sud- 
den and murderous ambush from the 
jungle. If the problems of the Chinese 
and of the Government can be iden- 
tified and the two can work together, 
then a great step forward can be 


made by withdrawing from the ban- 
dits the essential physical support, 
voluntary or otherwise, of certain 
Chinese. 


That is the political trend in Malaya 
today. There are several aspects to 
what seems to be a closer relationship 
between the Government and the Chi- 
nese community on matters connected 
with the emergency or the basic com- 
munal situation in Malaya. There is 
the question of paying ‘protection 
money’ to terrorists, the problem of 
what to do with hard-working Chinese 
squatters intimidated into giving as- 
sistance, and the means of obtaining 
the active and whole-hearted support 
of all Chinese in the campaign against 
minority forces of misrule and disorder. 
All recent signs indicate that the 
Chinese attitude of the past eight 
months is now under-going an impor- 
tant change. For various reasons, 
mainly for lack of central leadership 
and the knowledge of their vul- 
nerability to terrorist attacks, the 
general attitude of the Chinese 
in the emergency could be _ des- 
cribed variously as either one of 
indifference, neutrality, passiveness, 
a human desire to play safe, or just 
a simple and stoic acceptance of cir- 
cumstances, good or bad, in the hope 
that things might turn out all right. 


Whatever the attitude of an _  in- 
dividual Chinese might have been, any 
observer during the past eight months 
has found it very difficult to state 
confidently at any one time what 
would be the general opinion of the 
Chinese towards the emergency. Such 
an observer would realise they were 
fundamentally opposed to the bandits, 
the more so as the Chinese had more 
direct experience of them in the past 
and had suffered more fatal casualties 
than any other community. He would 
know too that they were critical of 
several aspects of the Government’s 
anti-terrorist campaign, if only for the 
reason that the Chinese themselves 
were the most affected by the emer- 
gency regulations. An appearance of 
neutrality on fundamental issues was 
strengthened by the fear of many 


Chinese to express anti-terrorist sen- 
timents because these might Jead te 
sudden death, either by day or night. 


x * ** % 


Today, Chinese 


opinion, still fluid, 
is flowing 


slowly but surely in the 


one main direction—open support of 
the Government in its campaign 
agains banditry. Consider first the 


‘problem of ‘protection money’, which 
those Chinese who have paid the ban- 
dits in the past for their own safety 
prefer to call by a name carrying less 
impiication—‘ransom money’. 

The Chinese miners of the State of 
Perak, the principal tin-producing 
area, following a call by the High 
Commissioner, Sir Henry Gurney, and 
a firm declaration by the Government 
that the payment of ‘protection money” 
would not be tolerated, expressed 
their willingness to put an end to such 
payments. Two hundred miners sign- 
ec a statutory declaration to this ef- 
fect. This was swiftly followed by a 
circular addressed to members of the 
All-Malayan Chinese Miners’ Associa- 
tion. Members were asked to sign a 
similar declaration, The Association 
made public its intention strongly to 
support the Government. Today more 


than ninety percent of the members 
have affirmed their support. The ac- 
tion of these miners was _ heartily 


welcomed by the Press of Malaya. 


The next development was a move 
by the Malayan Estate Owners’ As- 
sociation, the organisation of Chinese 
rubber smallholders, who constitute 
an important section in the rubber in- 
dustry. The Association, following the 
lead given by the miners, declared its 
support for the Government. 


Bandit outrages have failed to halt 
the steady rise in production of rub- 
ber and tin, both of which reached 
record figures last year. Now the 
Chinese proprietors in these two  in- 
dustries are on record as being deter- 
mined to cease paying ‘protection 
money’, once described by the Chief 
Secretary, Sir Alec Newboult, as a 
form of ammunition for the bandits. 

Finally, the seventy bus proprietors, 
whose services travel all the roads of 
Malaya, also agreed to stop paying: 
‘protection money’. 

Recently, Sir Henry Gurney an- 
nounced that ‘protection money’ was 
beginning to dry up. He said: “It is the 
big man who has been paying thousands 
of dollars, who has been prolonging the 


trouble by financing the bandits’ 
food and equipment. The Government: 
welcomes the declarations already 


made by associations and pubiic bodies 
that these payments must cease, and 
the Government intends to act firmly 
in support of these declarations where 
there is any evidence of these pay- 
ments continuing.” If was also made 
clear that the Government would be 
firm against ‘protection money’ pay- 
ments by any person,‘ whether ‘rich or 
poor. 


Consider next the problem of the 
Squatters, who are estimated to num- 
ber about 300,000, nearly all of whom 
-are Chinese. They form an_ integral 
‘part of Malaya’s economy. Squatters 
farming their lands in areas cheek by 
jowl with bandits, are in a highly vul- 
mnerable position, often forced by a 
rule of fear to assist the bandits with 
money, food or shelter whether they 
wish to or not. In certain areas of 
Malaya where bandits are most active 
‘the attitude of the squatters has be 
come entangled with the problem of 
liquidating the bandits. Recently, the 
Government armet itself with far- 
reaching powers. On the morning fol- 
lowing the gazettal of the new regula- 
tions, the Police took action under 
their new powers in an operation in 
the Kajang area, south of the capital, 
Kuala Lumpur. 

Under the new regulations, the High 
Commissioner may declare any speci- 
fied area where there is reason to be- 
lieve that a community is withholding 
information regarding bandits or giving 
them active support. The regulations 
empower the security forces to detain, 
to remove or to repatriate any alien 
person living in such an area. When 
an area has been declared, anyone 
found residing there afterwards will 
also be liable to detention and re- 
patriation, unless he has permission 
from the Police to stay. The repatria- 
tion powers do not apply to any 
Federal citizen or any British subject, 
but the powers of removal or detention 
may be applied to them, if necessary. 

In the first Police operation under 
these regulations, 530 Chinese were 
detained for repatriation. This squat- 
ter area was one of the worst in 
Malaya with a history of terrorist 
violence going back to the first days 
of the emergency in June, 1948. No 
less than eleven Communist training 
camps were discovered in the area 
during November and December. A 
week later a second operation against 
a similar bandit-infested squatter area 
in Johore was carried out and more 
than 600 Chinese were detained. 

In an official statement, the 
authorities said the squatter problem 
had long been recognized as one which 
must be tackled effectively, if the 
security forces were to achieve success 
in their campaign against the present 
outbreak of terrorism and lawlessness. 


The statement declared: ‘The Gov- 
ernment wishes to make it clear that 
in the prosecution of the campaign 
against the bandits, it will not hesitate 
to take whatever steps are necessary 
against all persons who are giving 
any form of assistance to them.” 
Later, Sir Henry Gurney said he did 
not wish anyone to think that the new 
regulations were the answer to the 
squatter question. He pointed out 
that a special committee had complet- 
ed a report on short-term and long- 
range aspects of the whole problem 
of squatters, and that the report con- 
tained proposals for positive and con- 
structive action. He added: “In apply- 
ing these regulations the Government 
will do all it can to distinguish the 
sheep| from the goats, but it is really 
for the sheep to distinguish themselves 
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and to ensure by their own actions 
that they are not mistaken. There are 
still some people who are sheep one 
day and goats the next.” 


The Chinese Consul-General for 
Malaya, Mr. Li Chin, announced 
through the Chinese-language news- 
papers that he wanted the squatter 
populations to leave areas infested by 
bandits and resettle in other parts of 
the Federation. He said the drastic 
Government measures were justified, 
if it was felt that they would shorten 
the period of oppression by bandits. 
He hoped the Government would see 
the forces used moderation in imple- 
menting the policy and that no pains 
would be spared to distinguish the in- 
nocent and simple-minded from those 
who aided and abetted bandits. 


= * * ® 


Alongside these recent developments 
on squatters and ‘protection money’ 
two events involving the Chinese have 
occurred, both of which may be of 
lasting political importance in Malaya. 

These events turn on racial har- 
mony between the Malays and the 
Chinese and the formation of a cen- 
tral body which can adequatelty ex- 
press the viewpoint of Malayan Chi- 
nese. 

Recently in Penang, where a move- 
ment to secede from the Federation 
had sprung up, the leader of the Unit- 


ed Malays’ National Organisation, 
the Prime Minister of Johore, Onn 
bin Jaafar, and other wed-known 


Malays, conferred with representative 
Chinese in the presence of the Com- 
missioner-General for South-East Asia, 
Mr. MacDonald. It was decided to 
form a Malay-Chinese Goodwill Com- 
mittee, with Mr. MacDonald as liaison 
officer. The Committee, which was 
set up at a party given by the 
Penang Chinese members of the 
Federal Legislative Council, is the 
most representativa yet to be establish- 
ed in the interests of inter-racia! har- 
mony. The Chinese members include 
well-known leaders from the Settle- 
ments of Penang and Malacca, the 
States of Selangor and Perak, and the 
Colony of Singapore. On the Malay 
side, apart from Dato Onn of Johore, 
committee members include Malay 
leaders from the ‘three States of 
Perak, Selangor and Kedah, and the 
Secretary-General of UMNO, Inche 
Zainal Abidin. Throughout Penang, 
the appointment of the Committee 
was welcomed as a movement in the 
right direction. The secretary of then 
Penang Straits Chinese British Asso- 
ciation, Dr. Cheah Cheng Poh, put 
it plainly by saying: “A house divid- 
ed against itself cannot stand. This 
reaction to friendship will be further 
friendship. The need for more men 
of goodwll such as those on the Com- 
mittee is more urgent than ever be- 
fore.” Dr. Cheah said the bogey of 
Chinese exploitation should be scotch- 
ed once and for all. The average 
Chinese was only too willing to help 
the Malay to attain full social and 
financial stature. He added no effort 
should be spared to demonstrate this 
and to put Sino-Malay relations on a 
solid basis. 
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Following this move -in Penang. came 
an announcement two days later from 
Kuala Lumpur that a meeting would 
be held in the capital in February to 
form a Malayan Chinese Association 
on a Federation-wide basis. The main 
objects of the Association will be to 
promote and maintain inter-racial har- 
mony in Malaya, and to promote and 
foster the cultural, political, economic 
and social welfare of Malayan Chinese. 
The Association will co-operate with 
the Government and will endeavour 
to settle all important Chinese ques- 
tions of which the squatter problem 
will be the outstanding one. The As- 
sociation will be open to all Chinese 
born in Malaya and also those born 
in China, provided they have resided 
in Maiaya for some years and intend 
to remain in the country and make 
it their home and the object of their 
loyalty. A temporary committee, with 
Mr. Yon Shook Lin as_ chairman, is 
drawing up draft rules for the pro- 
posed organisation. Most of the mem- 
bers of the committee are Federal 
Legislative Councillors. One of them, 
Mr. Khoo, said: “The potential mem- 
bership of this Association is tremen- 
dous. The number may run into tens 
of thousands, if not into hundreds of 
thousands. We have already been 
promised great support.” 

Welcoming the movement to form 
the Malayan Chinese Association 
which would co-operate with the Gov- 
ernment and other communities to 
restore peace and good order in Mal- 


aya, Sir Henry Gurney said: “I wish 
this movement all success and hope 
that Chinese ‘who regard this 
country as their home can rally. 
There is no time to lose.” The Kuala 
Lumpur Malay daily, “Majlis”, said 


the forming of a Chinese Association 
was a good step to wipe out the Chi- 


nese Communist terrorists in Malaya, 
but it was long overdue. 
* x * x 
The new Associations wiil fill a 
political vacuum in Malaya. In the 


past, the dominant political Chinese 
organisations in Malaya were both of 
overseas origin; one was the Kuomin- 
tang, the other the Chinese Com- 
munist Party. Today, the Kuomintang 
is quiescent, and the Communists are 
outlawed. Apart from these organisa- 
tions, Chinese opinion was _ usually 
expressed through local Chambers of 
Commerce. There was no one body 
which could express the opinion of 
Malayan Chinese. Observers consider 
that the new Association has every 
prospect of becoming the major Chi- 
nese political organisation in the coun- 
try. 

Broadcasting to the peopies of 
Malaya, Mr. Malcolm MacDonald de- 
clared that it was the purpose of the 
British Government to unite the com- 
munities and gradually to transfer 
rule. He said: ‘We shall support 
with all our hearts any movement 
seeking to associate the Malays, the 
Malayan Chinese and other com- 
munities who owe undivided loyalty 
—unswerving allegiance—to Malaya in 
a brotherhood of all the peoples of 
this country inspired by a common 
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Population Problems in Far Eastern Countries 


PRE-WAR AND POST-WAR 
POPULATION IN FAR EASTERN 


COUNTRIES 
(in 1,000) 

Country Pre-War Post-War 
IBUEIN AS a aiheicscia ice 16,824 17,000 
British Borneo 941 845 

North Borneo .. 39 297 
Brunei pa - eas 302 48 
Sarawak ...... 600 500 
Chinats icwnirase 455,213 462,798 
PRUW AN Sis sche citi 5,213 6,384 
Manchuria 28,154 41,130 
Hong Kong ..... 1,600 1,800 
Indo-China ..... 23,030 25,000 
Annam 2.307140 5,660 6,200 
Cambodia ..... 3,050 3,000 
Cochin-China 4,620 5,200 
AOS We iele: seats 1,000 1,000 
‘onkKin® %..0 <2 « 8,700 9,600 
Indonesia ....... 71,534 75,290 
Wana Gores es 71,253 75,323 
UROUB Aue cass a 22,355 27,200 
South Korea — 19,369 
NMSIAV aye dnc: mone. 5,389 5,948 
Federation .... —_ 5,000 
Singapore ..... _ 948 
Philippines ...... 16,971 19,607 
SIGIN) So sgccieahns 16,898 18,147 
Total postwar population: 928,218,000. 
Population Density:—There is great 


diversity in density among the different 
countries, as well as among the differ- 
ent parts in the country. Japan has 
the highest density of 197 persons per 
square kilometre, followed by 123 for 
Korea, 64 for the Philippines, 48 for 
China, 44 for Malaya and Singopore, 39 
for Indonesia, 35 for Siam, 34 for Indo- 
China, 28 for Burma, and only 3 for 
British Borneo. This average for each 
country is misleading, as within the 
country itself, large areas are usually 
uncultivable and sparsely populated. 
China proper, with 41 per cent of 
China’s area, has 86 per cent of China‘s 
population. The density is 99 persons 
per square’ kilometre, as contrasted 
with 48 for the country as a whole. 
Taiwan, with 0.0037 per cent of the 
total area of China, has 0.014 per cent 
of the total population, giving rise to 
a density of 177 persons per square 
kilometre. In Indonesia, although the 
average density of population per 
square kilometre is 39, that for Java, 
Madura and Sumatra, which has 32 
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patriotism. We took forward to the 
day when they may take their place 
beside the other self-governing peo- 
ples in the British Commonwealth.” 
Mr. MacDonald has pointed the way 
te a bright future and a new horizon. 
Today, with the murky business of 
dealing with the Communist-led Chi- 
nese bandits, the attitude of the Chi- 
nese in Malaya is of fundamental im- 
portance All the recent signs show 
that the Malayan Chinese will be one 
with the Government in their desire 
to rid Malaya of the cancer of ter- 
Forism. 


per cent of the total area but 83 per 
cent of the total population, reaches 
130. 


The sparsely populated parts in Far 
Eastern countries which may promise 
outlet for the rapidly growing popula- 
tion in the region seem to lie mostly in 
South-east Asia (especially British 
Borneo, Malaya, Dutch Borneo, East 
Indonesia, Laos, Cambodia, Burma, 
Siam, and the Philippines), Manchuria 
and Inner Mongolia. a 


Birth Rate:—The birth rate is high- 
est for Taiwan, which reaches 45.6 per 
1,000 inhabitants, and is followed by 
39.0 for British Malaya, 38.3 for China, 
37.1 for Cochin-China, 32.4 for the 
Philippines, 32.3 for Burma, 27.9 for 
Java and Madura, 27.5 for Korea, and 
25.3 for apan. On the other hand, the 
death rate per 1,000 inhabitants is the 
highest for China, which reaches 27.1 
and is followed by 24.2 for Cochin- 
China, 22.9 for Burma, 20.9 for Malaya, 
20.1 for Taiwan, 19.9 for Java and 
Madura, 17.6 for Japan, 17.0 for Korea. 
and 16.5 for the Philippines. Birth 
rate are usually high except Japan 
where industrialization is more ad- 
vanced. Here the birth rate has de- 
clined from the pre-war (1936) rate 
of 30 to the post-war (1946) rate of 
25.3 but during the war years (1940- 
44) it steod high, fluctuating between 
28.9 for 1940 and 30.7 for 1941. In the 
last two years, however, Japan’s birth 
rate has conspicuously jumped up and 
is estimated to remain high for the 
near future. 


With the exception of Japan, other 
Far Eastern countries are in the ‘pre- 
industrial’ stage. These countries have 
ahead of them nearly all of that period 
of large and steady growth which has 
characterized the West since about 
1800. The birth rates generally reach 
30 to 40 per 1,000, and the death rates 
generally run very high, although quite 
variable from year to year. The 
possibility of quickly reducing the 
death rate in these countries is greater 
than ever before because of modern 
advance in the control over diseases and 
mortality by means of sanitation, pub- 
lic health, and transportation; but the 
probability of population growth is 
less than in Europe of 1800 because of 
the magnitude of the population and 
of the limited supplies of new land 
and resources available for their settle- 
ment. 


Age groups:—While people below 15 
constitute 25.1 per cent of the total 
population in the U.S.A., they occupy 
31.4 per cent in Malaya, 33 per cent in 
the Philippines, 33.7 per cent in China, 
36.9 per cent in Japan, 39.7 per cent in 
Korea, and 42.5 per cent in Siam. On 
the other hand, people of 50 years of 
age or above constitute 20.3 per cent 
in the U.S.A., but 15.2 per cent in 
Japan, 12,6 per cent in Korea, 10.3 per 
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cent in the Philippines, 10.2 per cent 
in Siam, and 9.3 per cent in Malaya. 


Urbanization:—Because of the re-- 
tarded industrial development in the 
Far East the pace of urbanization has 
been slow. Some of the censuses do 
not differentiate between urban and 
rural population; where such differen- 
tiation is made, it is not at all clear- 
cut. In Japan, however, the progress 
of industrialization has been rapid, and 
urbanization has taken great strides 
during the two decades prior to World 
War‘dI. The rural population, defined 
to be residing in communities of 10,000 
or under, has remained stationary, be- 
ing 36.5—37.9 million during the two 
decades 1920-40; but the urban popula- 
tion has more than doubled, from 13 
million in 1920 to 37 million in 1940. 
The proportion of urban population has 
increased from 32.2 per cent in 1920 
to 50.1 per cent in 1940. 


In Korea and Taiwan, urbanization 
seems to have proceeded more rapidly 
than in other countries except Japan, 
the percentages of population residing 
in communities of over 10,000 in 1936 
having reached 11.7 per cent in the 
former and 34.4 per cent in the latter. 


In other areas. urbanization is still 
in an early stage of development. In 
Malaya, the percentage of urban popu- 
lation in cities of over 10,000 inhabi- 
tants in 1931 was 23.2 as compared 
with 21.2 in 1921. In Indonesia, the 
percentage of people residing in places 
with more than 50,000 for the last cen- 
sus year, 1930, is 4.65 per cent for Java 
and Madura, and 2.04 per cent for 
Outer Provinces. This percentage, 
however, varies for the different racial 
groups, being highest for the Europeans 
and lowest for the Indonesians. 


Occupations:— Generally speaking. 
the people in Far Eastern countries, 
with few exceptions, depend upon the 
primary industries of agriculture and 
mining for a living, with little develop- 
ment in the secondary industries of 
manufacturing. Among the gainfully 
employed population, the primary in- 
dustries claim 91.4 per cent in the 
Philippines, 88.8 per cent im Siam, 75.6 
per cent in Manchuria, 71.7 per cent in 
Korea, 68.8 per cent in Indonesia, 60.7 
per cent in Malaya, and 50.3 per cent 
in Japan. The latest official estimate 
from China shows that farm population 
occupies 72.8 per cent in the whole 
country, but 47.1 per cent in Taiwan, 
62.4 per cent in Manchuria, and 75.9 
per cent in China Proper. 


The slow progress of inaustrializa- 
tion is reflected in the limited propor- 
tion of gainfully employed population 
in the field of manufacturing; i9.2 per 
cent in Japan, 12.3 per cent in Malaya, 
10.6 per cent in Indonesia, 7.3 per cent 
in Manchuria, 3.9 per cent in the 
Philippines, 3.5 per cent in Korea, and 
1.9 per cent in Siam. 
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Immigration and Emigration in the Far East 


The unequal distribution of popula- 
tion in Far Eastern countries has given 
rise to two types of population move- 
ment in pre-war years, namely, 
emigration from China, Japan, Korea 
and India to South-east Asia and 
Manchuria; and redistribution of popu- 
lation from the densely to the sparsely 
settled parts within the country, in 
China and South-east Asia. THe intra- 
country redistribution of population 
gives rise to resettlement on the one 
hand, and on the other, to urbaniza- 
tion. 


Emigration has been directed main- 
ly from China, India and Japan to 
South-east Asia, and from Korea _ to 
Manchuria and Japan. Chinese emi- 
grants went largely to countries in 
South-east Asia—85.6 per cent in 1910, 
75.1 per cent in 1920, and 77.6 per cent 
in 1930. The decline during the de- 
cade 1910-20 was caused by the re- 
classification in Siamese census, which 
in later years considered Chinese born 
in Siam as of their own nationality. 
As a matter of fact, Chinese emigra- 
tion kept on increasing, and the total 
number of 260,000 Chinese in Siam in 
1920 grew to 524,000 in 1937. Chinese 
immigrants in these countries constitu- 
ted the dominant economic group, ris- 
ing usually from coolie labour to the 
higher position of the trader, banker, 
and owner of rubber plantations and 
tin mines. With the resurgence of na- 
tionalism in South-east Asia since the 
war, their position tends to deteriorate, 
as natives, freed from colonial control, 
begin to struggle also for economic 
freedom. However, being in possession 
of a sizeable proportion of capital in 
these lands, they are still significant 
as potential investors in the post-war 


development and industrialization 
schemes of these countries. 
Japanese emigrants in pre-war 


days went largely to China, Manchuria, 
Taiwan, and Korea as public servants, 


traders, banker's, industrialists. Their 
emigration to these countries grew 
rapidly in the two decades between 


1910 and 1930, and culminated in the 
year of Manchurian occupation (1931). 
Between 1910 and 1936, the year be- 
fore the Sino-Japanese war Japanese 
immigrants in China and Manchuria 
increased from 80,000 to 574,000. Dur- 
ing the war, the influx of Japanese 
armed forces and civilian officials for 
Occupation purpose reached significant 
proportions. By 1945 there were 
5,131,000 Japanese in Far KEastern 
countries, over four-fifths being sta- 
tioned in China, Manchuria, Taiwan 
and Korea. Most of these have been 
repatriated, with the exception of a 
small number of technicians being re- 
tained in Chinese, especially Manchu- 
rian, government service. 


Korean emigration to Japan Proper 
is of recent origin—since the start of 
the benevolent protection of Prince Ito. 
Its causes are both political and econo- 
mic. In 1913 there were only 3,000 
Koreans in Japan. In 1920 there were 


40,755; in 1930, 419,000. The Japanese 
Government formerly placed obstacles 
in the way of Korean emigration to 
Japan, but under the pressure of war 
and the shortage of man-power that 
resulted, it began to encourage the 
immigration of Koreans and Chinese 
as temporary workers. In 1938 there 
were 800,000 Koreans in Japan Pro- 
per. At the end of 1941 there were 
1,469,230 resident Koreans in Japan 
Proper, of whom 777,023 were in la- 
bour force and 692,207 not in labour 
force. Of those in labour force, 229,- 
969 were in construction and civil en- 
gineering, 208,338 in manufacturing, 
94,320 in mining, 60,430 in trade, 
26,982 in stevedore, 15,754 in communi- 
eation and transportation, 9,480 in agri- 
culture and fishing, 5,116 in profes- 
sions 4,751 in hotels and restaurants, 
130,544 as workers, and 339 unem- 
ployed. 

There have been Koreans living in 
the frontier area of Manchuria for 
several centuries, especially in the 
Chientao region. The movement to 
Manchuria became important after 
1905 when many opponents of the 
Japanese Regime fled to Manchuria. 
The total number of Koreans in Man- 
churia reached the peak of about one 
million just prior to the Pacific War in 
1941, ; 

Indians have gone largely to Malaya 
and Burma, where they are preferred 
to the natives for steady work in the 
exploitation of rubber and tin re- 
sources. In Malaya, where population 
growth is due more to immigration 
than to natural increase, Indians con- 
stitute 14 per cent of the total popula- 
tion in 1939, and next to the Chinese 
are the largest alien group. 


In Burma, as in Malaya, the rapid 
development of the country under 
British rule has given rise to the 


use of Indian and Chinese labour. As 
is generally the case, race antagonisms 
between the native and immigrant 
Yabour are aggravated by the fact 
that a large measure of control over 
economic resources has also been lost. 
at first to the British but in an in 
creasing measure to the Indians and 
the Chinese. There have been some 
serious race riots in recent years, 
and the prospect is that they will 
grow both in number énd in violence 
if a larger measure of economic con- 
trol is not returned to the Burmese, 
the more so since Burma-has regained 
her political independence. 


Resettlement 


For many of the countries in Asia 
and the Far East, the rapidly increas: 
ing pressure of population arises from 


its ma}distribution. This applies 
especially to Indonesia, Indo-China, 
and the Philippines, and to a more 


limited extent, China. 

In Indonesia the extent of popula- 
tion mal-distribution is demonstrated 
by the fact that Java and Madura, 
with only 7 per cent. of the area. 
have 70 per cent of the population 
The density of population, which 


ait 


reached 362 per square kilometre in 
Java and Madura during 1940, was 
only li in the Outer Provinces in- 
cluding Sumatra. Not ouly is there 
an enormous discrepancy between the 
density of Java and the Outer Pro- 
vinces; even within Java _ there .are 
considerable and striking density 
differences; 486 per square kilometre 
in Jokjakarta in 1930, 420 in Surakarta, 
389 in Middle Java, 309 in East Java, 
and 235 in West Java. In the re- 
gencies of the northern coastal plains 
of Middle Java (Cheribon, Tegal and 
Pakalongan) are, however, to be found 
the most densely populated rural dis- 
tricts in Java, with a density reaching 
as high as 1,683 per square kilometre. 
These high densities. are possible-—ta 
mention only some of the factors— 
because of the relatively small per- 
centage of uncuitivated ground, the 
high percentage of cultivated land 
occupied by sawahs (i.e. irrigated rice 
fields) and the presence of Western 
agricultural enterprises offering em- 
ployment to farmers and landless 
agricultural workers. They also ac- 
count for the rapid growth of the 
native population in Java and Madura 
from 4.5 million in 1815 to 48 million 
in 1940, that is, over ten-fold increase 
in 135 years. The great mass of the 
increasing population remains depen- 
dent upon agricultural and native 
crafts for its subsistence. In am 
agrarian economy of the type found 
in Java, any increase of inhabitants 
leads to an extension of the soil under 
cultivation. Now, however, the den- 
sity has reached such a point that 
Java is faced by a problem of over- 
population which can no longer be 
solved by the clearing of forestland 
because the remaining forests must 
be protected in order to preserve the 
water supply of the island. In spite 
of this exhaustion of the possibilities 
for agricultura} expansion, the popula- 
tion continues to increase. The Dutch 
authorities in pre-war days began to 
take steps towards industrialization 
and the betterment of the  people’s 
livelihood, as well as migration to the 
Outer Provices, especially the eastern 
and southern parts of Sumatra. The 
total number of colonists leaving for 
the Outer Provinces in the years im- 
mediateity preceding the war has how- 
ever been small compared with the 
total natural increase of a population 
of 48 million. The number of colonists 
which was only 7,000 in 1932, about 
doubled by 1936, mounted to over 
45,000 in 1939, and is supposed to have 
exceeded 60,000 in 1941. The last figure, 
however, may not seem of much im- 
portance in view of an annual increase 
in population in Java amounting to 
about 650,000 between 1920 and 1930 
and probably averaging 700,000 or more 
during the 1930’s; but a movement of 
this kind, when it is sound and _ the 
need is real, is cumulative and gathers: 
momentum once it is started. It ap- 
pears that such a movement may have 
been in the making in Indonesia, with 
Java as the centre of emigraton, when 
the war put an end to it temporarily. 
Since there is no question of an abun- 
dance of good rice land in Outer Pro- 
vinces or of difficulties due to settle 
ment in a different national jurisdiction 
or among people of a different race, or 
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€ven of the darhpening effect of having 
to : among _ strangers, it would 
seem that this movement has a good 
chance to attain large proportions when 
the Dutch authorities come to a settle 
ment with the Republic of Indonesia, 
and: peace is again established. 

The Philippines, though less densely 
populated than Indonesia, are as a 
whole far less fertile, probably more 
like Sumatra and Borneo. The popula- 
tion here has grown rapidly as in the 
case of Indonesia, from 1.5 million in 
1800 to 16 million in 1939. The popu- 
Yation problem of the Philippines is not 
one of lack of land but of better distri- 
bution of people on the land, and is in 
this respect similar to that of Indonesia. 
The smali island of Bantayan has a 
density of 231 persons per square kilo- 
metre, and Cebu, the ninth in size, has 
a density of 212, but Luzon, the main 
island, has only about 70,'and Min- 
danao, second in size, has only 20. The 
great problem, therefore, is to trans- 
plant a portion of the people from the 
the over populated regions of Bantayan 
and Cebu to the under-developed but 
potentially rich areas of Mindanao. In 
the three pre-war decades several acts 
were passed designed to ease the popu- 
lation problem by settling land-seeking 
peasants on homesteads, but without 
much success. Since the fall of 1938, 
however, the authorities have made 
great efforts to get a new long-range 
programme of development started in 
Mindanao. 

The population problem of JIndo- 
China at present arises from the un- 
equal distribution of the population 
over the land rather than from too 
great numbers in the country as a 
whole. Latest statistics show an aver- 
age density of population of 34 persons 
per square kilometre which obscures 
however the characteristic feature of 
the population distribution—great ag- 
giomerations in the lowlands while the 
uplands and mountainous regions are 
thinly settled. In 1946, the density 
of Vietnam was 40, of Cambodia 16, 
of Cochin-China 80, of Laos 4, and of 
Tonkin 83. Of a total population of 25 
million in 1946, 21 million are squeezed 
into an area of 330,000 square kiio- 
metres — in other words, 84 per cent 
of the population occunies only about 
44 per cent of the total area. Popula- 
tion pressure is most acute in the Ton- 
kin delta and in the adjacent portion 
of Vietnam. The further south one 
goes along the coast of the China Sea 
the less the country is crowded; in 
‘Cochin-China there is actually a great 
shortage of agricultural labour. One 
method of dealing with the Indo-Chin- 
ese population is redistribution, that is, 
a transfer of people from over-crowded 
regions to those of low density. For a 
tong time the lack of communications 
was a great obstacle, but a good deal 
of road and 1ailway network had been 
completed before the war. The great- 
est obstacle that stili remains is the 
intense aversion of the Vietnam pea- 
sants to leaving their alluvial home- 
lands and moving even inte the up- 
lands of their own country; much 
greater is their reluctance to migrate 
to other countries, to face differences 
in climate, people, language and cus- 
toms, and the corrolary unwillingness 
of other peoples to face so large an ar- 
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The Japanese Economic Situation in the 
Post-war Period 


Japan’s peacetime economy is forced 
to adjust itself to the loss of an empire 
which consisted of Manchuria, Taiwan 
(Formosa), Korea, the Kurile Islands, 
southern Sakhalin, and the Mandated 
Islands. These former colonies enabled 
Japan to build up a yen block, making 
the use of foreign exchange within the 
empire unnecessary. They served as 
sources of food and raw materials for 
Japanese factories as well as outlets for 
Japan’s manufactured products. Japan’s 
80 million people, increasing at the rate 
of more than a milion per year, are 
now confined to four major islands, 
Furthermore, in addition to suffering 
the loss of the empire, Japanese econo- 
mic and social organization on the home 
islands was virtually in a state of col- 
lapse at the end of the war. After the 
surrender in August 1945, General Mc- 
Arthur was designated Supreme Com- 
mander for the Allied Powers (SCAP) 
for the occupation of Japan. Machinery 
for the administration of occupation 
policy, as well as the occupation 
forces, was set upd under General 
MacArthur. An international body 
known as the Far Eastern Commission 
(FEC) was established as a result of 


ORs AL SESE GB EOE S PTE 
rival of foreigners. At present, only about 


10 per cent of the land is cultivated, 
chiefly with rice. A large part of the 
territory is covered by forests, the ex- 
ploited part of which represents a little 
more than 5 per cent of the total area 
of Indo-China. This would leave 85 
per cent of the land and there is little 
doubt that a considerable part of this 
could be used to relieve the pressure in 
the overpopulated regions. 

The Manchurian density of popula- 
tion, which averages 38 persons per 
square kilometre, is a little over one- 
third of that for China Proper (99 per 
square kilometre). Chinese migration 
to Manchuria, chiefly from the two 
densely populated provinces of Shan- 
tung and Honan in the North, is not 
planned deliberately by the govern- 
ment, but represents a spontaneous at- 
tempt of the people in these provinces 
to seek relief from the heavy pressure 
of population. It bears strong contrast 
to the government sponsored schemes 
of resettlement in both Indonesia and 
the Phillippines. The first Chinese 
migration into Manchuria began to- 


“wards the end of the 18th century, but 


it was rot until 1878 that the official 
barrier to migration into Manchuria 
was removed. From then on a steady 
stream of Chinese peasants has flowed 
into the North-eastern provinces. The 
decade prior to the Japanese occupation 
of Manchuria in 1931 saw an enormous 
increase in the size of the migration 
stream. Two forces were active—on 
the one hand, the force of attraction 
of employment and settlement possibil- 
ities in Manchuria, and on the other, 
the driving force resulting from over- 
population and such adverse economic 
and political conditions as famine and 
civil war in China, A good many of 
the migrants came only for one reason, 
somewhat comparable to the Indian 
labourers in Burma and Malaya, arriv- 
ing early in spring and returning in the 
fall. Many, however, stayed and set- 
tled on the land. 


the Moscow Conference of Foreign 
Ministers of the Union of Soviet Social- 
ist Republics, the United Kingdom, and 
the United States, in December 1945, 
to insure that Japan fulfilled its surren- 
der obligations and to review, on the 
request of any member, actions taken 
by SCAP involving policy within the 
jurisdiction of FEC. The Far Eastern 
Commission, which meets in Washing- 
ton, is composed of representatives of 
the USSR, United Kingdom, United 
States, China, France, the Netherlands, 


‘Carfada, Australia, New Zealand, India, 


and the Republic of the Philippines. 

The Far Eastern Commission on 
October 10, 1946, established terms of 
reference for an Inter-Allied Trade 
Board of Japan within the Commission 
which is composed of representatives of 
all of the countries which are members 
of the Far Eastern Commission. Func- 
tions of the Board include the making 
of recommendations with respect to 
promotion of Japanese trade. 

The Allied Council for Japan was es- 
tablished to consult with and advise 
SCAP in regard to the implementation 
of the terms of surrender, the occupa- 
tion and control of Japan, and direc- 
tives supplementary thereto. This 
Council meets in Japan, and includes 
one representaitve* for the United 
States, one for the USSR, one for 
China, and one representing jointly the 
United Kingdom, Australia, New Zea- 
land, and India. 

Within this governmental framework 
the occupation forces have operated. 
Notable achievements include the com- 
plete demilitarization of Japan and the 
establishment of a democratic system 
of government. Economic recovery, 
however, has proceeded at a_ slower 
pace. Industrial production at the be- 
ginning of the occupation was estimated 
to be ahout 15 percent of the average 
production during 1930-34 and 7.5 per 
cent of the wartime peak production. By 
May 1948 the index of industrial pro- 
duction reached 51.8 percent of the 
1930-34 average. Although industry as 
a whole passed the half-way mark, re- 
covery of certain important export 
manufactures lagged far below the 
average. The textile group, for example, 
attained only 23.2 percent of the output 
of 1930-34, whereas manufacturing as a 
whole reached 44.8 percent. Increased 
production in manufacturing depends 
largely upon importation of raw mate- 
rials, such as coking coal, iron ore, cot- 
ton, wool, rayon pulp, salt, and petro- 
leum. Many of these raw materials 
were formerly imported from the col- 
onies or other parts of the Far East 
now torn by civil war. Foreign ex- 
change is not available for their pur- 
chase from other areas and.many of 
the requred imports are in short world 
supply. Furthemore, the reparations 
question has not yet been settled and 
the process of deconcentration of Zai- 
batsu monopolies, now in process, has 
rot been completed. These elements of 
uncertainty as to the future have re- 
sulted in lack of incentive to restore 
and reconstruct essential industries. 

Agricultural production during 1947 
was outstanding, the output of the six 
major crops amounting to 17.5 million 
tons, which is better than the average 


of the last three prewar years. Food 
imports, however, have been at abnor- 
mally high levels as compared with pre- 
war imports, largeily because of the loss 
of Korean and Taiwan rice, Taiwan 
sugar, and the forfeiture of Japan’s 
best fishing grounds as a price ot de- 
feat. Domestic cereal production, al- 
though high, can take care of only 80 
percent of current requirements and 
fish production is only half that of pre- 
war production of the empire as a 
whole. 


_ Mining, the second component of the 
industria} index, ethe first being manu- 
facturing, had achieved by May 1948 
2@n output almost equal to that of 1930- 
34. Japan lacks coking coal, however, 
and recovery in the iron and steel in- 
dustry has been seriously retarded be 
cause of the shortage of this essential 
raw materiai. The shortage of coal al- 
so caused the railways +o greatly cur- 
tail operations. 


Transportation facilities have been 
severely taxed and economic recovery 
has been retarded because the railways 
lack proper maintenance and have not 
recovered from substantial wartime de 
terioration. Japan's merchant marine 
has been reduced by war losses to less 
than 20 percent of its prewar size and 
most of the remaining fleet consists of 
small coastal or fishing vessels. 


One of the most critical of Japan’s 
internal problems is the extreme infia- 
tion resulting from the scarcity of raw 
materials and consumer goods. Prices 
continue to rise sharply while at the 
presemt time wage increases lag. The 
Japanese Government has_ contributed 
to the inflationary spirat by meeting 
budgetary deficts by adding to the 
volume of currency. 

The depressed and unbalanced condi- 
tion of the economy is reflected in 
Japan’s postwar foreign trade. Exports 
from Japan in 1947 reached US$173 
million. Most of these exports were 
made possible because of special assis- 
tance from the United States, particu- 
larly exports of cotton cloth and yarn 
which made up 60 percent of the total 
vaiue of exports. Raw silk, once the 
mainstay of Japanese exports, account- 
ed for only 6 percent of tae total value 
in 1947, compared with nearly 20 per- 
cent in 1930-34. In order for Japan to 
pay for essential imports of food and 
raw materials, the volume of total ex- 
ports will have to be increased to eight 
or nine times the 1947 level to provide 
even a minimal standard of living. 

Imports into Japan during 1947 were 
valued at US$526 million. More than 
half of the total imports consisted of 
foodstuffs. as contrasted with food im- 
ports of less than 25 percent in the 
1930-34 period. Imports of industrial 
Faw materials have been considerably 
less. averaging perhaps 10 to 15 percent 
of the raw material imports of the base 


ed States appropriated funds. 
this financial aid, even the small 
volume of foreign trade which occurred 
<ould not have been effected. 

The geographic. distribution of 
Japan’s foreign trade during 1947 fur- 
ther refiects the dislocations in the pre- 
sent economy as compared with prewar 
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pattern. More than 90 percent of 
Japan’s imports in 1947 originated in 
the United States as contrasted with 
less than 25 percent during 1930-34. 
Asia, on the other hand, was a market 
for nearly 60 percent of Japan’s exports 
during 1930-34 but received only 6 per- 
cent of Japan’s exports in 1947. Japan’s 
traditional suppliers of raw materials 
and markets for manufactured goods 
are in the Far East. Scarcity of foreign 
exchange, together with the turbulent 
political situation in some countries 
in the Far East, has caused imports 
from those countries to be low. On the 
other hand, the shortage of raw mate- 
rials in Japan, resulting in low domestic 
production, has prevented Japan from 
supplying former customers in Asia. 

Gradual improvement in the econo- 
mic situation has continued into 1948. 
Japan cannot continue to depend upon 
appropriations from the United States, 
however, to solve long-range peacetime 
problems. The interdependence of 
Japan and the other countries of the 
Far East must be recognized and form 
the basis of a self-supporting economy. 
Japanese industry and technical skill 
can produce the manufactured goods 
required for reconstruction and further 
industrialization of the Far East. The 
raw materials needed by Japan are 
available in the Far East and a recogni- 
tion of the complementary aspects of 
the industrialized economy of Japan 
should be of mutual benefit, serving to 
promote peace. : 


Manufacturing Industries 


Japan’s industrial establishment, al- 
though severely damaged by hombing, 
is still the leading one in the Far East. 
Japan is the only country in the region 
that had and still has highly developed 
textile, steel, machinery, chemical, and 
electrical goods industries. During the 
war it was the only power in the Far 
East with a volume of industrial pro- 
duction adequate to supply a large arm- 
ed force with instruments of modern 
warfare. Japan’s industrial plant, even 
at its peak, however, did not compare 
with that of the United States; and its 
situation is much worse now, since the 
industrial potential of the United States 
expanded during the war, whereas, that 
of Japan declined because of destruc- 
tion, blockade, and deterioration. 

At the end of the war, over-all indus- 
trial production declined to the lowest 
level since Japan’s emergence as a mo- 
dern industrial power; the index of in- 
dustrial production at the beginning of 
1946 was 18 (1930-34 equals 100), as 
compared with an index of approxi- 
mately 200 in 1941. The degree of de- 
pression in manufacturing is not ade- 
quately reflected in these figures, since 
the manufacturing component of the 
fleneral index declined to 15, while the 
index of mining stood at approximate- 
Ty 45. 

This precipitous decline in manufac- 
turing output can be fully appreciated 
onty in comparison with prewar and 
wartime accomplishments. Japan’s steel 
production in 1943, for example. 
amounted to nearly 8 million tons; dur- 
ing the early days of the occupation 
production declined to about 5 percent. 
of this peak output,.or approximately 
10 percent of the 1930-34 level. Coal 
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production during the year .ended 
March 31, 1946, totaled about. 22,368,000. 
tons, compared with 57,000,000 tons in. 
1941, and approximately 31,000,000 tons 
average in the period of 1930-34. In the 
early part of 1946, the rate of output’ 
of textiles was less than 3 percent of 
the average rate sustained in the period. 
of 1930-34. Other industries had simi- 
lar declines, and all were retarded by 
the shortage of coal, lack of an ade-. 
quate supply ‘of raw materials, need of 
repair of worn equipment, and the gen- 
eral uncertainly caused by the end of 
the war. : 


From the low point reached at the: 
beginning of the occupation, Japan’s 
industrial production has gradually re- 
covered. In 1946, the index of manufac- 
turing output rose from 14 in January 
to 32 at the end of the year, although 
most of the gain took place during the 
early months of the period. Recovery 
in 1947 was not so rapid, the index at, 
the end of the year standing at 35. 


Prior to the war, Japan’s textile in- 
dustry was the dominant one in its 
economy, measured by value of produc+ 
tion and by employment. In 1936, tex= 
tile production accounted for approxi- 
mately 29 percent of the total value of 
the country’s industrial production, and 
for almost 40 percent of the total 
jabour force engaged: in factory produc- 
tion. But the war brought ahout signi- 
ficant changes. Machinery and equip- 
ment were either scrapped or converted 
to the production -of war: goods, and 
labour was shifted to war work. In= 
ability to obtain adequate supplies of 
raw materials also contributed to the 
decline of industry; this was especially 
true of cotton and ‘woollen textiles, 
since Japan had very little indigenous 
production. of the raw materials of 
either one. Another significant change: 
during the war was the greater use of 
silk for domestic consumption, because 
of the shortage of imported fibres, the 
demands of the military forces, and the 
comekeic on of the export market for 
silk. 


Japan’s iron and steel industry was 
not severely damaged by bombing and 
consequently the: main plants, such as 
the Yawata works, the single largest. 
producer before the war, and other 


plants in northern Kyushu and the 
Osaka-Kobe region, continued to oper— 
ate. All plants, however, needed ex-- 
tensive repairs because of heavy usage 
and neglect during the war. The in-- 
dustry was .also handicapped by short-— 
ages of iren ore and high-grade coal for 
coking. Normally, the industry. depends 
heavily upon foreign sources for iron 
ore, coking. coal, scrap and. alloys: 
during the war about 90. percent 
of the ore .imported came ~ from 
China, Malaya, and the Philippines, 
and about 30 percent of the cok- 
ing coal came from Manchuria. 
During 1946, and to some extent. In 
1947, iron and steel production in Japan 
was dependent. upon wartime stockpiles 
of raw materials. In addition to the 
difficulties encountered in obtaining 
raw materials, production has remain- 
ed at Jow levels since the end of. the 
war because ‘of. uncertainties econcern- 
ing reparations and the level of Japan- 
ese industry that will be itted,-and 
the general instability of the eeonomy- 


Compared with the volumes attained 
during the war years, the segments of 
the iron and steel industry produced 
only fractional amounts during 1946 
and 1947. In 1941 pig iron production 
amounted to 4,236,000 metric tons, but 
in 1946 and 1947 the tonnages were 
only 180,000 and 355,000, respectively. 
A similar situation prevailed with re- 
gard to the output of crude steel; ir 
4943 a record output of 7,825,000 metric 
tens was attained, but in 1946 and 1947 
the respective tonnages were 552,600 
and 936,000. 

Beginning about 1930, Japan develop- 
ed a highly diversified machinery indus- 
try. Its products included almost all of 
those necessary for a highly industrial- 
ized economy, including machine tools 
im variety, steam and Diesel engines, 
electrical equipment, textile machinery, 
mining machinery, rolling stock, and 
others. Although much of the machin- 
ery produced,in the early stage of the 
expansion was based on foreign pro- 
ducts, Japan developed at the same 
time a larg: and competent force of 
industrial engineers and designers, and 
a skilled labour force. Despite war 


damage and deterioration, about 70 
percent of the machinery industry’s 
average capacity in 1940-42 remained 


at the end of the war. Some segments 
ef the industry, however, were destroy- 
ed or disorganized. Capacity for the 
production of machine tools, enginéer- 
ing equipment, and similar ‘items had 
been expanded tremendously by war- 
time policy, while capacity for the pro- 
duction of textile, printing, and food- 
processing equipment had been sacri- 
ficed. In accordance with the terms of 
ithe surrender, an early action of SCAP 
ordered a-complete stoppage of the 
production of all military goods. 

During 1946-the output of machinery 
reached 38 percent of the 1930-34 
level, and it was not until early in 1948 
that 50 percent of the prewar level was 
attained. By the latter part of 1947 
and early 1948, Japan was able to ex- 
pand the production of certain machin- 
ery to such extent that some exports 
‘became possible. Textile machinery 
and spare parts have been sold _ to 
China, India, and other Far Eastern 
countries, and spare parts for machin- 
ery ‘have been supplied to areas 
formerly umder the control of Japan. 
Total exports of machinery, vehicles, 
and other metal manufactures amount- 
ed ito about US $7 million in the period 
from September 1945 through Decem- 
tober 1947, as compared with exports in 
1939 valued at more than 500 million 
yen {approximately US $135 million at 
the average exchange value of the yen, 
US $0.2596). This does not include 
shipments to Korea valued at 301 mil- 
lion yen (US $78 million} nor ship- 
ments to Taiwan for which 1939 data 
are not available, but which in 1937 
amounted to 36 million yen (US $10 
million). 

Japan’s chemical industry suffered 
considerable damage as a result of the 
war, not only from bombings, but also 
from neglect, intensified usage, and 
lack of maintenance. War damage 
varied among the different segments of 
the industry, but, in general, few plants 


‘during the 
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were completely incapacitated. Early 
in the occupation, SCAP decided that 
top priority must be given to the chem- 
ical fertilizer branch of the industry, 
because of the direct connection be- 
tween an adequate supply of fertilizer 
and the production of food. Conse- 
quently, coal and other essential raw 
materials were channeled to these 
plants. As a result of concentrated 
effort, this industry has been able to 
expend production more rapidly tham 
other major industries. 


Output of ammonium sulphate, cal- 
cium cyanamide, and calcium super- 
phosphate, combined, which totalled 
2,591,988 metric tons in 1938, amounted 
to 783,324 tons in 1946 and 1,604,906 
tons in 1947. Output of sulfuric acid, 
which reached 3,422,112 metric tons in 
1938, was 918,600 and 1,488,895 tons in 
1946 and 1947, respectively. Produc- 
tion was far below capacity owing to 
unavailability of pyrites. The soda in- 
dustries likewise showed increased pro- 
duction in 1947. Production of caustic 
soda was 28,560 tons in 1946 and 43,482 
tons in 1947, as compared with @ pre- 
war output of 440,760 tons im T9388 
Production of soda ash amounted to 
23,472 tons in 1946 and 38,021 tons in 
1947; 1938 output of soda ash totalled 


. 672,000 tons. 


Imports of fertilizer and fertilizer 
materials in 1947 reached US $67 mil- 
lion and imports of drugs, chemicals 
and medicines, US $6.7 million. During 
the same year chemical fertilizers 
valued at US $2.5 million were export- 
ed from Japan. Drugs, chemicals, and 
medicines valued at US $2 million were 
also exported in 1947, 

Light industries expanded im the im- 
mediate prewar and wartime periods. 
Period to the war these industries pro- 
duced a wide variety of goods im size- 
able quantities, and contributed signi- 
ficantly to Japan’s export trade, but 
war many of the plants 
were converted to war production. 
Generally, industries in this group were 
less affected by bombing than were the 
heavy industries, but in many instances 
the same factors have delayed re~ 
covery. Domestic requirements for the 
products of some of those industries are 
large, which may limit the volumes 
available for export; the demand for 
construction materials is especially 
strong. Products of importance sup- 
plied by these light industries are 
paper, glassware, cameras, binoculars 
and opera. glasses, cement, matches, 
sheet glass, and agricultural imple- 
ments. Japan’s handicraft industries, 
have made important contributions to 
the country’s foreign exchange receipts. 
The lacquerware industry is a good 
example of such enterprises, and while 
it has made considerable recovery, pro- 
duction is limited by the supply of 
lacquer, which is produced from the 
lacquer tree; increased production of 
these trees to make up for wartime de- 
pletion must occur before an adequate 
supply of lacquer is available. Exports 
of pottery, china, glass and manufac- 
tures, paper and manufactures, and 


handicrafts and toys, combined, 
amounted to a value of about US 
$1,500,000 for the period from Septem- 
ber 1945 through December 1947, which 
compares with a value of approximate- 
ly US $41,000,000 in 1938. In view of 
the difficulties facing other Japanese 
industries, increased exports of such 
products are essential. 


Reparations 


The Potsdam Declaration of July 26, 
1945, indicated that Japan shall be per- 
mitted to maintain such industries as 


‘will sustain her economy and permit 


the exaction of just reparations in kind, 
but not those which would enable her 
to rearm for war. In May 1947 the 
Far Eastern Commission adopted an 
interim reparations program in affect- 
ing the first phase of the program. 
This was only one phase of the repara- 
tions program, other phases being the 
assurance of certain levels of retained 
productive capacity, and reduction of 
the Japanese war potential. Policy 
with respect to these phases of the pro- 
gram has been in process .of develop- 
ment since the surrender in August 
1945. To date, however, a final policy 
concerning reparations has not as yet 
been agreed upon. Meanwhile, some 
progress has been made2 under the in- 
terim program adopted in 1947. By 
June 30, 1948, 11,464 machine tools and 
2,147 pieces of laboratory measuring, 
testing, and miscellaneous equipment 
had been delivered to China, the 
Netherlands Indies, the Republic of the 
Philippines, and British. areas in the 
Far East. 


Economic Deconcentration 


The initial post-surrender policy 
which the United States established for 
Japan provided, among other things, 
that it should be the policy of SCAP 
to prohibit the retention in or selection 
for places of importance in the econo- 
mic field of individuals who do not 
direct future Japanese economic policy 
solely toward peaceful ends; and to 
favour a program for the dissolution of 
the large industrial and banking com- 
binations which have exercised control 
of a great part of Japan’s trade and 
industry. Legislation has been enacted 
by the Japanese Government, under 
the direction of SCAP, to carry out the 
objectives of this deconcentration pro- 
gram. The objectives of the deconcen- 
tration program fall into four general 
groups, (1) Identification of Zaibatsu 
and related companies, and their owner- 
ship, as a basis for dispersal; (2) re- 
moval of Zaibatsu officials from posi- 
tions in business and Government; (3) 
a series of laws, generally included in 
the economic deconcentration legisla- 
tion (although strictly speaking, com- 
plementary to the first and second 
groups), having as their principal ob- 
jective the prevention of the emergence 
of cartels, combines, and other exces- 
sive concentrations of economic power; 
and (4) a land reform law. It was re- 
cognized by SCAP and Japanese Gov- 
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ernment that the deconcentration pro- 
gram would have to be accompanied by 
@ program pointed toward the rehabili- 
tation and stabilization of Japan’s war- 
torn economy. Furthermore, it was 
obvious that broad changes in business 
concerns which had dominated the 
country’s economy might cause some 
confusion and uncertainty. Therefore, 
on August 12, 1946, the Japanese Ca- 
binet promulgated an ordinance, estao- 
lishing, on cabinet level, an Economic 
Stabilization Board. The primary 
functions of the Board are to for- 
mulate policies for the stabiliza- 
tion of the national economy and 
to coordinate the ‘economic plan- 
ning activities of other units of the 
Japanese Government. Its secondary 
functions are to allocate essential mate- 
rials in short supply and, in general, to 
serve as a substitute for the control as- 
sociations, which performed similar 
duties during the war. 

By June 30, 1948, the following steps 
had been taken toward economic de- 
concentration: Voting rights in the 80 
major Zaibatsu holding companies and 
over 3,500 subsidiaries had been as- 
sumed by the Holding Company Liqui- 
dation Commission; securities of 56 
members of Zaibatsu families had been 
taken over by the Commission; 2,210 
Zaibatsu executives were purged or re- 
moved from 1,654 companies, others 
having withdrawn voluntarily before 
they could be removed; and Zaibatsu 
securities worth nearly 2,000,000,000 
yen were sold to many thousands of 
different buyers, although many still 
remain unsold. In accordance with the 
Economic Deconcentration Law 325 
companies were to be investigated to 
determine whether economic. control 
exercised by them was excessive. The 
other 93,000 corporations in Japan were 
thus relieved of uncertainty of being so 
designated. Of the 325 companies, 50 
had been removed from the list by 
June 30, 1948, and another 144 had 
been ordered to make some reorganiza- 
tion, but not structural changes. No 
decision was announced concerning the 
remaining 131 companies. 

Labour Developments 

A SCAP directive of October 1945, 
entitled “Removal of Restrictions on 
Political, Civil, and Religious Liber- 
ties,” ordered removal of many restric- 
tive laws which had prevented the 
exercise of freedom of speech, of the 
press, and of organization by labour 
and other groups. In addition, SCAP 
disbanded repressive groups, such as 
the “thought police” and _ so-called 
labour-front organizations, and remov- 
ed undesirable elements from the police 
system. 

The next step was 
legislative framework, covering the 
status of labour organizations and 
measures to improve working condi- 
tions. The Japanese Government en- 
acted a series of laws to effect these 
objectives, the most important of which 
were the Trade Union Law, the Labour 
Relations Law, the Labour Standards 
Law, and the Workingmen’s Compen- 
sation Law. 


to provide the 


Labour unions in Japan now have 
about 6,500,000 members, which mem- 
bership represents about 40 percent of 
the total nonagricultural labour force. 
The peak of union membership in the 
prewar period never exceeded 8 percent 
and at the end of the war labour or- 
ganizations had practically ceased to 
exist. The percentages of workers in 
the different occupational groups, who 
belong to unions, are as follows: Trans- 
portation and communications, 90; min- 
ing, more than 80; finance, 75; elec- 
tricity and water supply, about 70; 
liberal professions, 50; Government and 
public service workers, slightly more 
than 40; and manufacturing, about 40. 

Historically, Japanese industry has 
a complex wage structure, which has 
become more complicated in recent 
years because of war and inflation. In 
most Japanese industries the wage 
varies with the worker’s age, marital 
status, length of service, attendance 
record, and, miore recently, with em- 
phasis on changes in the cost of living. 
Additional complicative factors which 
have appeared in the wage structure 
are payments in kind and, in some in- 
dustries, particularly textiles, the pro- 
vision of room and board as part of the 
worker’s compensation. A comparison 
of money wages paid to workers in 
manufacturing and mining industries, 
in 1938 and in April 1948, shows that 
money wages in manufacturing were 
60 times higher in April 1948 than they 
were in 1938, and that wages in min- 
ing were from 60 to 80 times greater, 
depending upon the class of worker. 
During this same 10-year period retail 
prices increased about 80 times. There 
is a reexamination of the wage struc- 
ture in Japan, with a view toward sim- 
plification. The general conclusions of 
the Advisory Committee on Labour in 
Japan were that simplification of the 
wage and salary structure should be 
one of the long-range goals, with every 
effort being made to minimize the im- 
portance of special allowances, and 
with adherence to the principle that 
basic wage rates should bear a close 
relationship to the nature of the work 
performed. Thus, while the Committee 
recognized the possible need of special 
allowances under present conditions, its 
view was that, in the long run, the 
productivity of the worker should be 
the principal factor in determining 
wage rates. 


Agricultural Position 


The postwar situation of Japan’s 
agriculture is much better than that of 
Japan’s industry. Six main _ staple 
crops which supply most of Japan’s 
food (rice, wheat, barley, naked barley, 
sweet potatoes, and white potatoes), 
although lew in 1945, recovered during 
1946 and 1947 to approximately prewar 
levels. Total output of six main staple 
crops was 17,931,000 metric tons in 
1946 and 17,361,000 tons in 1947, as 
compared with an average of 15,674,000 
tons during the years 1931-35, and 
17,848,000, tons during the years 1936- 
40. Japanese agriculture, nevertheless, 
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faces several important problems, some 
of which are continuing problems 
which Japan has faced for sometime, 
and others have arisen recently. Only 
about 16 percent (15,000,000 acres) of 
Japan’s total land area is devoted to 
crop production and the prospects for 
increasing the crop acreage are not 
good. Although the Japanese Govern- 
rent has a 15-year phan, inaugurated 
in 1945, for the reclamation of about 
4,000,000 acres. it may not be possible 
to reclaim this entire amount. More 
than 40 percent of the land to be re- 
claimed is in Hokkaido, and only 10 
percent of the total is expected to be 
reclaimable as irrigated rice land. 
From July 1945 to December 1947 only 
284,000 hectares (about 701,804 acres) 
had been reclaimed, and the rate of re- 
clamation was declining. Japan’s 
population, on the other hand, has in- 
creasea markedly since the war. Dur- 
ing the first year after the war more 
than 4,500,000 persons were repatriated 
to Japan and about 1,000,000 persons re- 
patriatecé from Japan to other coun- 
tries, so that the net increase through 
migration was 3,599,000 during that 
year. In_ addition to repatriation, 
Japan’s population has a natural in- 
crease of more than 1,000,000 annually. 
lt appears likely that Japan must con- 
tinue te rely upon imports to provide a 
ccnsiderable part of ner foce supply. 

A major problem of Japan’s agricul- 
ture for many years has been the ex- 
tent of tenant farming and the condi- 
tions under which tenant farmers oper- 
ated. Population pressure on a limited 
arable land area resulted in small farm 
holdings. Only 9 percent of the Japan- 
ese farm households cultivated more 
than 4.9 acres each, and two-thirds of 
the farm households’ cultivated less 
than 2.4 acres. About 70 percent of all 
Japanese farmers rented all or part of 
the land they tilled. Land rents were 
high, often 50 to 70 percent of gross 
income, and in poor crop years borrow- 
ing at extremely high interest rates 
was inevitable. To combat these pro- 
blems, SCAP in Deccember 1945 direc- 
ted the Japanese Government to under- 
take a program of agrarian reform, 
with the aims of transferring land to 
those who actually farm it, reducing 
rents, and improving tenancy condi- 
tions. In October 1946 the Japanese 
Diet passed legislation providing for 
purchase by the Government at official 
prices and resale to tenant farmers of 
—(1) lands owned by absentee land- 
lords, (2) tenant-operated lands in ex- 
cess of specified amounts, (3) owner- 
cultivated lands in excess of specified 
amounts, and (4) corporation-owned 
lands not relating directly to the prin- 
cipal objective of the corporation. By 
July 1948 it was reported that a total 
of 3,805,291 acres had been purchased 
by the Government and a total of 
2,995,913 acres resold. 

Somewhat more than one-half of 
Japan’s total area is in forests because 
of the preponderance of hilly and 
mountainous terrain, unsuited to agri-- 
culture. Although a large proportion 
of its land is forested, the per capita 
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acreage is only about one-fifth that of 
the United States and one-seventh that 
of the Soviet Union. In’ the prewar 
period about one-fourth of the annual 
consumption of timber was supplied by 
imports. Timber resources are esti- 
mated at 60 billion cubic feet, with an 
available reserve of about 45 billion 
feet. The optimum level of drain in 
forest resources would be from 1.4 
billion to 1.5 billion cubic feet annual- 
ly. Cutting was now nearly 1 billion 
feet above this optimum level. Total 
drain consists of the following: Tim- 
ber drain, fuelwood drain by fire, in- 
sects, disease, and climate. Japan 
should not cut more than 500 million 
cubic feet annually, since this is the 
approximate annual rate of growth of 
“accessible saw timber. During fiscal 
1947, however, approximately 753 mil- 
‘lion cubic feet of logs were cut. Be- 
calse of the great need of lumber for 
housing construction, average monthly 
lumber output in 1947 totalled 289 mil- 
lion board feet, which compares with 
ah average monthly output of 234 mil- 
lion board feet in the period 1930-34. 


Fishing and Whaling 

“Owing to restriction of fishing 
grounds, destruction of fishing boats, 
and shortages of fuel oil and fishing 
equipment very small fish catches 
were made during the latter part of 
“the war and the early part of the oc- 
cupation. The industry has recovered 
considerably, and the production of 
marine products (excluding whale pro- 
‘ducts) totaled about 3,400,000 metric 
tons during the 12 months ending 
October 31, 1947, which was not far 
below prewar levels. The very exten- 
sive fishing areas utilized by Japan 
during prewar years were drastically 
limited by orders of SCAP issued in 
September-November 1945; at that 
time the areas in which fishing was 
permitted were restricted to the 
waters adjacent to the main islands 
and the eastern part of the East China 
Sea, together with some areas in the 
Western part of the ‘Pacific Ocean, 
inclading an area around the Bonin 
Islands for whaling. In June 1946, 
authorization Was given for Japanes 
in waters around the Ryukyus, 
ina larger area in the East China Sea, 
and in a much mee area in the 
Pacific Ocean. Loss of fishing areas 
around Sakhalin, the Kuriles, Korea, 
amd Taiwan, however, necessarily res- 
tricts the fish catch, ‘especially of sal- 
mon and crab, which were exports in 
prewar years. In order to increase 
the fish catch, a shipbuilding program 
was sponsored by SCAP, beginning in 
1945 and continuing in 1948. Although 
this program succeeded in restoring 
the fleet to a considerable extent, 
other limiting factors have been a 
lack of sufficient processing equip- 
ment and refrigeration, ropes, nets and 
replacement parts. Efforts to ration 
fish to the consumer have encountered 
‘Serious difficulties, because of the barge 
humber of small, scattered ports, on 

perishable nature of the product, the 
problem of establishing prices for 
many kinds and eae ~~ inadequacy 
of cold storage and oth preserving 
faicilities, and the ~ ‘ieadency of fisher- 
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men to sell their catches in the black 
market. Although the average per 
capita rationing target in 1947 was 
56 grams a day, only 33 grams a day 
were distributed to urban centers 
through rationing channels. 

Antarctic whaling was begun by the 
Japanese in the 1934-35 season, and 
in the peak season of 1940-41 the 
catch totalled about 700,000 metric 
tons. SCAP authorized the Japanese 
to conduct an Antarctic whaling ex- 
pedition in the 194647 season, and 
Emother in the 1947-48 season. Each 
expedition lasted about 5 months. 
The first expedition caught 1,175 
whales, and obtained 30,774 tons of 
whale products and 4.4 _ kiloliters of 
liver oil. The catch of the second 
expedition totaled 1,321 whales, with 
a: resulting output of 17,500 tons of 
whale oif and 35,000 tons of whale 
meat and other products. These Ant- 
arctic expeditions were in addition 
to some whaling around Japan and the 
Bonin Islands. 


Minerals 

Coai continued in short supply, 
although production in 1947 totalled 
more than 27,000,000 metric tons, 
which compares with an _ average 
annual production of _ slightly more 
than 31,000,000 tons in the period of 


1930-34. Imports from 1944 through 
1947 were negligible, and postwar ex- 
ports have been small, principally to 
Korea. Compared with the prewar 
period, the supply of coal was less in 
1947 than would be indicated by the re- 
lative tonnage produced. Japanese coal 
is predominantly bituminous of only 
fair quality, and since almost none is 
suitable for high-grade metaliurgical 
coke, special coking coals must be im- 


ported. The potential demand is 
greater, since the Japanese popula- 
tion has increased substantially, and 


some coal is being used, directly or 
indirectly, by the occupation forces. 
Also, larger quantities of coal . are 
needed. because the quality of the 
coal now being mined is lower than 
in prewar years; the principal reason 
for this is that recovery of high- 
quaiity mines has been delayed. Out- 
put per underground worker is much 
lower than in prewar years, when it 
ranged from 20 to 25 metric tons per 
month; now only 10 or 11 tons per 
month are produced per underground 
worker. Moreover, there is a much 
greater proportion of surface workers. 
About 70 percent of the workers in 
the coal industry in 1930-34 were un- 
derground workers, in 1947 only 53 
percent. 

Japan has extremely meager oil re- 
sources, limited chiefly to North- 
western Honshu and central Hokkaido, 
which are not sufficient to supply the 
country’s requirements. The average 
monthly production in 1947 was 16,821 
kiloliters, which compares with a 
monthly average of 21,646 in 1930-34. 
Imports in 1947 had an_ estimated 
value of US $53,000,000 in 1936. 

Japan has a large number of other 
minerals but domestic production of 
most of them must be supplemented 
by imports. Normally, copper ranks 
next in value to coak In the mid- 
thirties, however, production of gold 


was greatly stimulated in an effort 
to balance international accounts and, 
in this period, goid ranked next in 


value to coal. Other metals, in order 
of value of prewar output, are iron 
pyrites, crude petroleum, silver, zinc. 


sulfur and tin. Although Japan is the 
largest producer and consumer of iron 
and steel in the Far East, her pro- 
duction and reserves of iron ore are 
inadequate to supply her require- 
ments. 


Electric Power 


Installed capacity of electric power 
plants in Japan increased from 4.5. 
million kilowatts in 1930 to 10.3 mil- 
lion kilowatts in 1947, although little 
increase took place after 1943. More 
than 60 percent of this capacity is 
hydroelectric, the remainder thermal. 
Capacity was not as well utilized in 
1947 as in prewar years, the output 
being only 3,543 kilowatt-hours per 
kilowatt of capacity, compared with 
a peak of 4,498 in 1938. Hydoelectric 
power generation varies with the 
seasons, with a low point in January 
or February, or sometimes earlier, at 
which time capacity may be reduced 
to half of the maximum. Power pro- 
duction in 1947 exceeded 2.5 billion 
kw.-hr. monthty. Substantial use of 
electricity by residences, railways, and 
other consumers, coupled with short- 
ages of other fuel, resulted in a need’ 
tor additional electric power, even 
though many industries were operating 
at low levels and required less power 
than normal. Because the _ shortage 
of power accentuated difficulties pre- 
sent in production and_ distribution, 
measures were taken to conserve elec- 
tricity. Priorities were given for use 
in obtaining funds and materials for 
repairs, and for coal for use in ther- 
mal plants. 


Transportation and Communications 


The Japanese railroads, with about 
30,000 kilometers (18,630 miles) of 
main line track, form the backbone 
of Japan’s inland transport system. 
Passenger-train-miles operated in 1947 
were much less than in prewar years. 
The number of passengers carried, 
however, was three times as great as 
in 1936, and the number of passenger- 
miles showed an even greater increase, 
indicating a loading of passenger cars 
beyond normal limits. Freight-train- 
miles and freight tonnage carried were 
about the same in 1947 as in 1936, 
while freight-ton-miles were about 25: 
percent higher. The coal shortage 
limited the number of trains, and lack 
of repairs has resulted in the use of 
worm and hardly serviceable equip- 
ment. The labour supply has been 
more than ample, since the railroads 
absorbed nearly 200,000 repatriates. 
Japan’s railroad ra et now has about 
40 employees per mile of main line 


Japan has about 1,000,000 kilometers: 
of highways; 12,000 are paved and 
only 65,000 are wide enough for two 
trucks to pass. Motor vehicle trans- 
portation in Japan is limited by the 
extensive and (in prewar years) cheap 
coastwise transportation by wots the: 
extensive railway system, the 
ability of cheap human 
power for short hauls,-. 
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motor vehicles. In 1947 trucks carried 
‘about 8,200,000 tons of freight a month 
‘On short hauls. An additional 9,000,000 
tonnage a month is carried by 
primitive means of transport, such as 
carts and human effort. Commercial 
motor vehicles registered in Japan as 
of April 1948 totaled 161,320, namely: 
Busses, 12,996; standard-sized trucks, 
95,221; and small-sized trucks and 
cycles, 53,103. Of these, only ~ about 
two-thirds in each category were 
operable. In addition to commercial 
vehicles, there were 21,303  standard- 
sized passenger cars, 11,032 small-sized 
passenger cars, 13,927 standard vehicles, 
and 1,879 small-sized vehicles. With 
respect to passenger traffic, motor 
transport is much less significant than 
rail transport, busses carrying about 
53,000,000 passengers a month while 
the railroads carry neariy 300,000,000. 

Although the terms of the oc- 

upation prevent Japanese from pro- 
viding air service, foreign firms have 
been licensed to operate to and through 
Japan. By the end of 1948, two United 
States air-line companies, one Eritish 
company, and one Chinese company 
were so licensed. 
_ Municipal transportation is of prime 
importance in Japan because industry 
‘and population are heavily concen- 
trated in a few ‘locations, and because 
there are few privately owned auto- 
mabiles. These systems were almost 
immobilized at the end of the war. 
Many streetcars have been destroyed 
‘or rendered inoperable, and destruc- 
tion of busses and taxicabs was even 
heavier. The conversion of 955 sur- 
plus U.S. Army vehicles to passenger 
busses aided somewhat in relieving 
the shortage of vehicles. 

At the beginning of the war Japan 
had more than 6,000,000 gross tons of 
merchant shipping. Despite wartime 
construction enemy destruction reduc- 
ed this merchant fleet to a little more 
than 1,000,000 tons. Many of the ships 
built during the war are not suitable 
for overseas service, but may be used 
in a limited manner in “nearseas” 
shipping. Japan’s operable merchant 
fleet totaled about 1,350,000 tons in 
1947; to this may be added, for limited 
purposes, the following types with the 
corresponding total tonnage listed: 
wooden ships of more than 10€ tons 
each, 200,000; fishing vesseis of more 
than 100 tons each, 100,000; wooden 
‘ships of less than 100 tons each, 400,- 
‘000; fishing vessels of tess than 100 
tons each, 260,000. In addition, 260.000 
tons are considered to be salvagable, 
183,000 tons are under _ construction, 
and about 244,000 tons are inoperable. 
A Shipping Control Authority (SCAJAP) 
was established to supervise the 
operation of the merchant marine, 
thereby directing the activities to the 
Civilian Marine Committee (CMMOC), 
which is the operating agency of the 
Japanese Government. All _ ships of 
100 gross tons or more are bare-boat 
‘chartered from the owners by the 
CMMC, which operates under the 
‘direction of SCAJAP. During 1947 the 
‘ships operated by CMMC carried a 
monthly average of 2,761,000 tons of 
freight, as follows: Steel ships in coas- 
tal trade, 630,000 tons; wooden ships 
in coastal trade, 1 tons; tan- 
kers, in coastal. trade, 143,000 tons: 
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export trade, 121,000 tons; import 
trade, 31,000 tons; and United 
States ships on loan for use in Jap 
apanese shipping, 34,000 tons. By 
early 1948, over 3,000,000 tons monthly 
were carried in the coastwise trade 
alone. The present volume of coast- 
wise freight is about half that carried 
during 1930-34. Freight carried by 
Japanese ships in foreign trade (about 
150,000 tons monthly during 1947) was 
chiefly in the nearseas shipping, ex- 
cept in special instances. Elimination 
of Japan, at least for the time being, 
as an overseas shipping nation, also 
eliminates the contribution from ship- 
ping to the country’s balance of pay- 
ments. This situation adds to Japan’s 
ever-present problem of obtaining the 
necessary foreign exchange to purchase 
imports. Moreover, present freight 
rates are very high, which adds 
materially to the cost of imports. 

All communication facilities in Japan 
were in poor condition at the time of 
the surrender. The telephone and 
telegraph systems had been damaged, 
especially in the large cities; radio 
stations were in poor. condition; 
and cabies had been destroyed,  es- 
pecially in Hiroshma, where _ cables 
from Korea and Kyushu. passed 
through a central point. Efforts were 
made to _ rehabilitate these com- 
munication facilities, and by early 
1948 telephone and telegraph services 
were at slightly higher levels than in 
the prewar year of 1936, measured by 
the number of telephones in service, 
and the number of telegrams filed. 


Financial Position 


A currency conversion program was 
carried out in February to March 1946 
in an effort to check the rise in note 
issue. This involved the conversion 
of all notes of 5 yen or more de- 
nomination to new yen. A total of 
100 yen per capita was returned in 
new yen, the remainder of old yen be- 
ing placed in blocked deposits. With- 
drawals from blocked deposits were 
permitted at the rate of 300 yen 
monthly for each head of family, 100 
yen monthiy for each family member, 
500 yen monthly per employee for pay- 
ment of salaries, and limited amounts 
for other designated purposes. With- 
drawals could be made for other pur- 
poses, such as the payment of in- 
Gividuai salaries in excess of 500 yen 
a month, only by checks valid for de- 
posit in other blocked accounts. By the 
middle of 1948 these accounts were 
unblocked, a good portion of them 
having been utilized by that time. 
The currency conversion program of 
February to March 1946 temporarily 
reduced the note issue to one-fourth 
its previous size, but it had no _ per- 
manent effect. 

Japan’s national debt amounted to 
about 10 billion yen in 1936. From a 
total debt of 255 billion yen in Janu- 
ary 1947, it rose to 375 billion yen at 
the end of the year. Inability of the 
Government to borrow substantially 
from the public, and thus to absorb 
excess currency, was reflected in a great 
increase in Government bonds held 
by the Bank of Japan, and in advances 
to the Government by the Bank. The 
total sum of Government bonds held 
by the Bank, plus advances to the 


Government, totaled 54 billion yen at 
the beginning of 1947; by the end af 
1947 this tota! had reached 200 billion 
yen, or about 80 percent of the total 
assets of the Bank. Some _ decline in 
the debt took place during the first 
few months of 1948, through the re- 
tirement of short-term treasury bills: 
on June 30, 1948, the debt stood at 
367 billion yen, somewhat less than 
the total of 375 billion yen at the end 
of 1947. 

The budget of the Japanese Govern- 
ment for fiscal 1947 (ending March 
31, 1948) amounted to 214 billion yen 
for the general account budget, and 
somewhat more than 200 billion yen 


for the special account budget. These 
totals represent enormous _ increases 
compared with budgets in prewar 


years; in fiscaé 1936, the general ac- 
count budget was 2 billion yen, and 
the special account budget was 6 bil- 
lion yen. Budgeted tax revenues in 
fiscal 1947 (ending March 31, 1948) 
totaled about 135 pnillion yen, of which 
more than half was to be derived 
from the personal income tax. By 
April 30, 1948, tax collections for fis- 
cal 1947 ending in March 1948 had 
totaled 146 billion yen, of which 78 
billion yen were derived from the per- 
sonal income tax, and 27 billion yen 
from the liquor tax. On the expen- 
diture side, the largest item in the 
general account budget was that of oc- 
cupation costs, which was estimated at 
30 percent of the total in this budget. 
An additional 30 percent was to ke 
expended for subsidies paid to pre- 
vent price increases, for public works, 
and for industry and the national 
economy generally. 


Trade Position 

Japan is dependent upon foreign 
trade for the following reasons: Its 
very limited land area, its still more 
limited area of land under cultivation, 
and a comparative poverty of natural 
resources generally, which forces the 
country to import food, all of the raw 
materials for some _ industries, and 
many of the raw materials required 
for other industries. The loss of the 
Empire makes the necessity for foreign 
trade still more imperative. In some 
prewar years, the ratio of Japan’s 
total foreign trade (imports plus ex- 
ports) to its national’ income was as 
high .as 1:3; this total foreign trade, 
plus trade with Korea and Taiwan, 
amounted to almost 44 percent of the 
national income in the years of 1934 
to 1937. inclusive. Wartime trade 
was restricted chiefly to the areas 
occupied by Japan, and the surrender 
in August 1945 brought an abrupt end- 
ing of this phase of the country’s 
trade. 

A series of directives from SCAP to 
the Japanese specified how postwar . 
foreign trade was to be conducted. 
All imports and exports except those 
authorized by SCAP were prohibited, 
the domestic sales of raw silk. finished 
silk goods, and other materials in 
short world supply and_not deemed 
essential to Japan’s minimum econo- 
my were frozen so that these goods 
might be exported if considered desir- 
able. The Japanese Government could 
request imports of essential - materials, 
but had to make resources: available for 
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export for the purpose of providing 
needed foreign exchange, and to re- 
ceive, hold, and distribute imports, 
and to inspect, purchase, store, and 
deliver goods for export to specified 
ports. All of Japan’s foreign trade 
was placed on a Government-to-Gov- 
ernment basis, under the direct con- 
trol and administration of SCAP. 

On December 14, 1945, was es- 
tablished Boeki Cho (the Board of 
Trade), reporting directly to the Minis- 
ter of Commerce and Industry. On 
April 3, 1946, SCAP recognized Boeki 
Cho as the sole agency of the Japanese 
Government empowered to deal with 
SCAP on all foreign trade  transac- 
tions. Boeki Cho was made responsi- 
ble for insuring the quantity. quality, 
and -clear title of goods approved by 
SCAP for export, and for delivery of 
the goods to the designated agency 
of the country of destination. 

One of the factors hampering the 
revival of Japan’s foreign trade was 
the inability to finance essential im- 
ports. Early in 1946 a program was 
established, providing for the shipment 
of raw cotton to Japan from U. S. 
Commodity Credit Corporation stocks. 
Under this program, the U. S. Com- 
mercial Company was to act as sup- 
plier of the raw cotton, and as receiver 
of cotton goods produced therefrom— 
proceeds from which were used to pay 
for the raw cotton imports. The first 
raw cotton imported under this pro- 
gram arrived in Japan in June 1946. 
Many of Japan’s imports in the post- 
war period have been supplied by the 
expenditures of funds appropriated by 
the United States Government, desig- 
nated for the purpose of preventing 
Gisease and unrest. Commodities im- 


ported with the use of these funds 
have consisted largely of foodstuffs, 
medicines, and agricultural svuippiies. 


On August 15, 1947, SCAP created an 
Export-Import Revolving Fund having 
assets of about US$137,000,000 of Jap- 
anese-owned gold and silver in SCAP 
custody. The purpose of this fund 
was to finance imports of raw mat- 
erials for processing into’ exports. 
Additional contributions to this fund 
were (1) Export proceeds of products 
manufactured from materials, the im- 
port of which was financed on the 
basis of this fund, and (2) proceeds 
from exports derived from sales of 
textiles manufactured from cotton 
imported under the U. S. Commodity 
Credit Corporation program, less 
amounts necessary to liquidate existing 
obligations to the CCC. The first credit 
was one of US$60,000,000 for the the 
purchase of raw cotton, which was 
obtained from the U.S. Export-Import 
Bank and a group of private banks in 
the United States. In addition to the 
fund, United States Congress provided 
a revolving fund of US$150,000,000 for 
the purchase of raw fibers for occupi- 
ed areas, for processing into manufac- 
tured goods. Japan’s share provided 
additional funds to aid in the revival 
of its.foreign trade. 


Limited private trade with 
Japan was reopened on August 15, 
1947. At that time, the first foreign 


businessmen arrived in Japan after 
the close of the war. Contracts could 
not be finalized, however, until Sep- 
tember 1, 1947. 


A commercial rate of exchange for the 
Japanese yen has not yet been estab- 
lished. At the beginning of the occu- 
pation the Military Government set a 
rate of 15 yen to the dollar, for use by 
occupation personnel, for persons doing 
business in Japan, and for remittances 
to Japan. On March 12, 1947, this mili- 
tary rate was changed to 50 yen. On 
July 6, 1948, it was again changed to 
270 yen to the dollar, which rate con- 
tinues in 1949. 


Under the system of limited private 
trade established, Boeki Cho was the 
Japanese signatory to all contracts, al- 
though preliminary negotiations could 
be conducted with Japanese firms, On 
and after September 5, 1947, transac- 
tional communications between the 
United States and Japan became 
permissible; preliminary negotiations 
with Japanese firms; and the signing of 
contracts with Boeki Cho, could be 
carried on by mail, as weil as by traders. 
Although Japanese firms were not per- 
mitted to appoint agents abroad, for- 
eign firms were permitted to designate 
agents in Japan, subject to licensing by 
Boeki Cho and approval by SCAP, on 
a case-by-case basis. 


The U.S. Commercial Company con- 
tinued to be the agency for Govern- 
ment-to-Government sales to the United 
States, but its operations became limit- 
ed in the latter part of 1947, and, at 
the end of 1947, it ceased to function 
in this field. By the middle of 1948. 
activity of other official agencies had 
been reduced and, effective August 15, 
1948, new trade procedures had been 
announced under which Japanese expor- 
ters were alowed to sign export con- 
tracts, although such contracts are still 
subject to approval by Boeki Cho and 
validation by SCAP. In February 1948, 
SCAP liberalized regulations governing 
entry of foreign traders into Japan, 
which changes accomplished the follow- 
ing: Abolished the quota system of 
entry, extended the original 21-day 
period of entry to 60 days, and permit- 
ted application during that period for 
semipermanent residence status. Be- 
cause of the shortage of accommoda- 
tions and supplies in Japan, those de- 
siring semipermanent residence are re- 
quired to provide their own accommo- 
dations, independent of. Occupation 
Force facilities, including those requisi- 
tioned from the Japanese Government. 

It is doubtful that Japan wilk again 
dominate so completely the foreign 
trade of her former colonial empire. 
Other Far Eastern countries, however, 
have depended upon the export-import 
trade with Japan which has been mutu- 
ally beneficial. The interdependence 
of the Far East is illustrated by the 
following trade opportunities. Japan 
has industrial capacity and technical 
skill to produce finished goods needed 
for reconstruction and further indus- 
trialization. Indonesia, on the other 
hand, has petroleum needed by Japan; 
North China has iron ore and coking 
coal; Philippines, iron ore and hard 
fibers; Malaya, tin and rubber; Formo- 
sa, sugar; and Siam, Indochina, and 
Burma, rice. The complementary na- 
ture of the economies of Japan and the 
rest of the Far East should result in 
increased regional trade, which.is in 
the interest of peace and stability. 
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Corporation Regulations 
in Japan 


(From our own Correspondent) 

A number of reforms are requisite 
to enable Japan to achieve economic 
recovery. These reforms include the 
establishment of a single rate of ex- 
change as well as some readjustments 
in laws governing industrial enter- 
prises. Perhaps the most important 1s 
the question of foreign credit which 
involves yen exchange rates. It is re- 
cognised by the majority of Japanese 
business circles that poverty-stricken 


. Jagan can do nothing without foreign 


assistance. The communist party 1s 
perhaps opposed to such a doctrine but 
nevertheless its general acceptance 1s 
certain. The great hindrance to this 
step is undoubtedly the anti-monopoly 
law which came into force two years 
ago and suggestions as to its modifica- 
tion are now being proposed by the 
Democratic Liberal Party. Speed is 
urged. The Democratic Liberal Party, 
which gained 266 seats in the last gen- 
eral election represent what is termed 
the capitalist and conservative group. 

One of the essential pomts of the 
bill amending the anti-monopoly law is 
the proposed modification in regard to 
contracts or agreements between for- 
eign companies or enterprises and the 
Japanese, where the sanction of a gov- 
ernment commission must be gained. 
There is also the regulation preventing 
any corporation holding shares in an- 
other corporation and the prohibition 
of any director of a company holding 
posts in more than three companies at 
the same time. 

As regards permission being required 
before any contract can be entered into 
with foreign concerns, the proposed 
amendments state that this sanction 
shall be changed to an _ ex-post-facte 
report. In respect to the present law 
prohibiting concerns holding stocks in 
similar concerns, the amendment does 
not prohibit this but requires a semi- 
annual report of any such shares held. 
No company is to be allowed to hold 
more than 25% of another corporation’s 
shares. 

The clause in the anti-monopoly law 
that directors in one company should 
not be allowed to hold posts in another 
similar corporation will be completely 
eliminated in the new regulations. In- 
stead it is proposed that a director of 
any corporation may- hold several ad- 
ditional posts in other companies and 
that a director of cne company may be 
permitted to retain as much as twenty- 
five per cent in a directorate provided, 
however, that there is no competitive 
connection between the companies con- 
cerned. 

A further amendment to the law fs 
the proposal that should any: of these 
regulations be broken a warning should 
be given before any penalty is imposed. 
Although it is felt that these proposed 
amendments to the anti-monopoly law 
should be a step towards the encour- 
agement of foreign capital there are in- 
dications that foreign businessmen are 
not eager to invest money to any great 
extent in Japan until taxes on corporate 
bodies are substantially reduced.. and 
provision made.for, the recovery .of 
some ‘profits In-hard eurrency- 
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PRESENT POSITION OF STERLING AND PROSPECTS FOR REINSTATEMENT OF 
WORLD’S TRADING CURRENCY 


THE 


Gold Standard & Sterling 


The gold standard was neither in- 
vented nor consciously planned. It 
grew up gradually in the eighteenth 
and nineteenth centuries, gaining more 
and more adherents with the passage 
of time and enjoying its heyday irom 
the end of the Franco-Prussian war 
(when the German Empire adopted 
gold as its standard) until the out- 
break of the first world war. The 
standard suffered a partial eclipse as 
the result of that war, but was re- 
vived in the nineteen-twenties, only 
to collapse, more or less completely, 
in the early nineteen-thirties. The 
gold standard underwent a certain 
amount of modification in the course 
of its history, the most important 
change being the supersession of the 
gold coinage standard by the gold 
bullion standard. Under the former, 
which was the orthodox gold standard 
before the first world war, gold could 


be transported without restriction 
from one country to another and 
would on request be coined by the 
mint of the importing country gratis 
or on payment of a small fee. Thus 
gold served as internal currency in all 
gold standard countries. In addition, 
each country issued its own paper 
currency; but paper currency and gold 
coins were freely interchangeable in 
each country at its central bank. In 
order to maintain the _ interchange- 
ability between paper currency and 


gold each central bank held a reserve 
of gold on which it. would draw freely 
to redeem the paper currency and to 
which it would, readily add by issuing 
paper currency in return for gold. A 
country whose gold reserve was be- 
coming unduly depleted by the former 
operation or unduly increased by the 
latter could make use of certain re- 
cognized devices (such as changing 
the Bank Rate) which were supposed 
either to discourage or to encourage, 
as the circumstances required, the de- 
mand for the conversion of paper into 
gold. 

The gold bullion standard, which 
was widely adopted after the first 
world war, differed from the gold 
coinage standard in that gold was no 
longer freely coined and thus did not 
circulate internally as currency. In- 
stead, each country on this standard 
declared an official rate of exchange 
between its own paper currency and 
gold bullion, and thus (since bullion 
could be freely imported and export- 
ed) between its own currency and the 
currencies of other gold standard 
countries. The official rate of exchange 
with gold was made effective by the 
eountry’s central bank undertaking to 
sell gold bullion freely to all comers 
at the official price and to buy it freely 
from all comers at approximately the 
same price. (Thus while Britain was 
on the gold bullion standard the Bank 
of England undertook to sell gold 
freely at 77/10%% a standard ounce and 


The Japanese expressed desire to 
encourage foreign capital is such that a 
series of talks have been inaugurated 
between American businessmen and 
the Japanese Chamber of Commerce and 
Industry on the subject and it has ap- 
parently been agreed in principle that 
taxes on corporate bodies should at 
least be reduced to the level pertaining 
In the U.S.A. At the same time and 
in spite of the officially expressed de- 
sire for foreign capital cne or two of 
the first foreign applications for per- 
mission to invest in Japan have beer 
turned down. This, says the American 
Chamber of Commerce. reflects the 
need for a basic change in the thinking 
of the government officials concerned. 
However, this is not an important point 
as any mistake made can be easily 
rectified. 


To. review the situation, some of the 
obstacles against investing in Japan 
ere (1) the absence of a single yen ex- 

’ change rate; (2) lack of assurance that 
any profits earned in Japan on invest- 
ed capital can be withdrawn in foreign 
currency; (3) the existing anti-mono- 
poly laws — now being discussed with 
a view to amendment—which are more 
severe than in the United States; (4) 
high taxation on corporate bodies; and 
(5) the existence of outstanding claims 
for reimbursement by major business 
concerns. It is felt by American busi- 
nessme ‘that uritil, these claims, have 
been ‘settied there is little hope of new 


investments to any large extent. Then 
again, the need to allow Japanese busi- 
ressmen to go abroad to do their own 
selling is being regarded as essential to 
a fuller recovery of Japanese trade, 
plus the necessity for manufacturers to 
be able to obtain plenty of raw mate- 
rials. 

Trade Missions 

As an intregal part of Japan’s re- 
covery programme the freedom to tra- 
vel for business purposes is, as we have 
already noted, essential. In a number 
of instances Japanese are having trade 
talks with a view to setting up trade 
missions in various countries favourable 
to trade agreements. One, now in ac- 
tual progress, is the mission holding 
talks in Karachi between Japan and 
Pakistan. To main object of the 
mission is to try and remove obstacles 
in the way of a smooth flow of goods 
between the two countries. No details 
are, at the moment, forthcoming. 

As mentioned in a previous letter the 
Siamese-Japanese trade agreement 
amounting to US$60,000,000 is to be set 
into operation immediately. The agree- 
ment allows for the importation of rice 
and other: foodstuffs as against railway, 
electrical and constructional .equipment, 
cotton textiles and other commodities. 
Rolling stock to the value of US$7,000,- 
000 is ready for shipment to Siam. 
Trade will be. on a U.S. dollar basis 
and will be on both Government :and 
private levels. : 


to buy it freely at 77/9.) The central 
bank’s obligation to buy and sell gold 
required, as under gold coinage stan- 
dard, that it should hold a reserve of 
gold, and also that it should make use 
of ‘the traditional devices for dis- 
couraging an undue increase or an un- 
due depletion of its gold reserve. 

Any realistic description of the 
mechanism of international payments 
under either version of the gold stan- 
dard must however fYrecognize that 
in practice gold accepted sterling as 
an equal, or even superior, partner. 
Certainly sterling was much the more 
active partner. Sterling, not gold, was 
the normal means of making inter- 
national payments. Gold was trans- 
ferred only as a balancing item, when 
a country’s trading banks were called 
upon by their clients to finance more 
(or less) overseas payments than re- 
ceipts. In this situation the trading 
banks might be driven, if for example 
payments persistently exceeded Fe- 
ceipts, to quote higher prices for for- 
éign currencies; in which case some 
of their clients would find it cheaper 
to buy gold from the central bank and. 
ship it to their overseas. creditors. 


But even as a means of settling in-— 
ternational balances sterling was @ 
serious rival to gold. Trading banks 
the world over kept considerable 
working balances of sterling in the 
form (mainly) of London Bills, of 
short loans tto the London _ discount 
market and of deposits at London 
banks, and were up to a point pre- 
pared to draw on these balances in= 
stead of quoting higher prices for for— 
eign currencies. Moreover in the case 
of many countries, not only the 
working balances of the trading banks, 
but also part or even the whole of the 
Official reserve of the central bank, 
were kept in the form of sterling assets: 
rather than gold, for sterling assets 
(unlike gold) yielded interest and (so 
long as Britain remained on the gold 
standard) could readily be exchanged 
in London for gold. Thus, under the 
gold standard, sterling was the usual 
means of international payment and 
was also very popular as an _ inter— 
national store of value. Moreover 
though it was commonly believed that 
the widespread use of sterling in both 
these roles derived from. its con- 
vertibility into gold, it would be 
equally correct to argue that the value 
placed on gold as a monetary asset 
was in no small measure due to its 
convertibility into sterling. Under the 
gold standard, gold and sterling gave 
each other mutual support; it is dif- 
ficult to decide which of them, stand— 
ing alone, would have been the strong— 
er, but events after the collapse‘of 
the gold standard suggest that sterling 
would have been well able to stand by 
itself, 
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Why, under the gold standard, was 
sterling so widely used as an inter- 
national currency? First, Britain's 
voracious appetite for imports ensured 
that the whole world was. constantly 
supplied with sterling. Second, partly 
in consequence of the excellent market 
which Britain offered for overseas pro- 
ducts, British investors were willing to 
make considerable overseas loans, with 
the object of developing the export 
potential of Britain’s suppliers. Taken 


together, Britain’s appetite for im- 
ports and her’ willingness to lend 
overseas ensured that sterling was 


mever a scarce currency, i.e., it was 
never too valuable to hold as an inter- 
national monetary reserve. Third, since 
Britain’s overseas loans were sterling 
Toans, the borrowing countries com- 
mitted themselves to meet a debt ser- 
vice in sterling, and this naturally 
provided a strong inducement to hold 
a reserve of sterling. Fourth, since 
many countries had an extensive im- 
port trade with Britain, it was quite 
convenient for them to conduct at 
least a considerable ‘proportion of their 
overseas transactions in sterling, and 
io hold working balances in London. 
Fifth, the sterling prices of British 
goods were reasonably stable, so that 
there was no great danger that work- 
ing balances or official reserve of ster- 
ling would suffer a severe depreciation 
in purchasing power. Sixth, sterling 
was almost continuously convertible 
into gold, and sterling assets (unlike 
gold) yielded interest. Seventh, Lon- 
don’s unrivalled credit facilities, the 
accepting hcuses and bill market, 
made the bill on London, a sterling 
bill, the world wide instrument for 
financing international trade. Prior to 
the first world war the three months’ 
bill on London was used almost in the 
role of an_ international bank note. 
Eighth, the currencies of such coun- 
tries as would not accept sterling 
without limit could always be bought 
as required in London. 


The 


Early in the nineteen-thirties the 
gold standard virtually collapsed; most 
countries gave up the attempt to 
maintain a stable exchange rate with 
gold. The seceding countries’ were, 
however, for the most part keenly 
aware of the disadvantages of freely 
‘fluctuating exchange rates and many 
of them chose to peg their currencies 
either to sterling or to the U.S. dollar. 
‘The countries in the former class came 
to be known as the Sterling Bloc, 
which by 1933 comprised.-the whole of 
the British Empire except Canada and 
Newfoundland, most of the Scandinz- 
vian and Baltic countries and a few 
others. 

To the countries ‘which joined the 
Sterling Bloc the transition from the 
gold bullion standard to the new re- 
gime involved little change in their 
-monetary policy. They still declared 
an Official exchange rate, though now 
not with gold but with sterling. Their 
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official reserves now consisted almost 
entirely of sterling, not gold, but for 
most members of the bloc this did 
not involve any considerable de- 
parture from their practice under the 
gold standard. They also bought and 
sold sterling freely at the official rate, 
just as previously they had bought 
ana sold gold. Thle modus operandi 
of the Sterling Bloc was similar to that 
of the gold bullion standard, Perhaps 
the only important departure from the 
rules of the gold standard was that 
members of the Sterling Bloc did not 
commit themselves to continue inde- 
finitely with their original official ratés 
of exchange. However, though each 
member reserved its right to prevent 
an undue depletion or accumulation 
of its sterling reserves by the device 
(taboo under the gold standard) of 
simply varying its official exchange 
rate, in practice the members of the 
bloc rarely if ever availed themselves 
of this right. 

After the collapse of the gold  stan- 
dard a considerable part of the world 
retained sterling in use as an __inter- 
national currency. The banks of coun- 
tries outside the Sterling Bloc con- 
tinued their practice, which had 
grown up under the gold standard, of 
keeping most, or even all, of their 
working balances in the form of 
sterling. Moreover, sterling still con- 
tinued in use throughout the world 
as much the most popular means of 
making international payments. It can 
thus be claimed that until war _ be- 
came imminent in 1939 _ sterling had 
lost little if any of its status as an 
international currency. 


The War Period 


In the early stages of the war the 
Sterling Bloc lost all its European 
members and soon came to consist 
of only the British Empire (excluding 
Canada and Newfoundland), Egypt 
and the Sudan, Iraq, Iceland and the 
Faroes. With this reduced membership 
it was officially christened the Ster- 
ling Area. 

When the exigencies of war de- 
manded the official rationing of inter- 
national payments the Sterling Area 
countries concentrated mainly on 
controlling payments into and out of 
the Sterling Area as a whole, leaving 
payments between one Sterling 
Area country and another relatively 
free. There was however no single 
authority responsible for currency 
control in the Sterling Area, for the 
Dominions within the Area _ retained 
full autonomy and only the U.K. ane 
the Colonial controls were responsible 
to Whitehall. The autonomy of the 
Dominion members of the Area was 
such that they retained three rights: 
they could freely authorize the trans- 
fer of sterling to any part of the 
Sterling Area, the tranfer of sterling 
to non-sterling countries and the con- 
version of sterling into U.S. dollars 
or other currencies. Naturally the 
second of these rights was exercised 
with. reeorggsars restraint and the 
third right with very great restraint. 
The Sterling Area in effect regulated 
to Allied and neutral coun- 
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tries according to three priorities: 
payments within the Area were un- 
restricted, unless they were for pur- 
poses harmful to the war effort; pay- 
ments outside the Area to countries 
which would accept sterling (eg., 
Argentina and Brazil) were consider- 
ably restricted; while payments to 
other countries (such as the US.A. 
and Canada) were drastically restrict- 
ed 


Why during the war period were 


many Allied and neutral countries 
willing to accept sterling in payment 
for their exports? They accepted 


sterling to a certain extent because 


‘théy wanted to use it to buy imports, 


but in many cases this was not the 
whole explanation, for certain coun- 
tries (e.g., the Argentine) had such a 
large export surplus with the Sterling 
Area that their willingness to accept 
sterling in practice implied a willing- 
ness to accumulate sterling. Some of 
these countries in faet accumulated 
very large sterling balances in the 
course of the war. 

The willingness of certain countries 
to accumulate sterling during the 
war was the more remarkable because 
the use of their sterling earnings was 
in most cases severely restricted by 
a system of currency control known 
as the Special Accounts system. The 
sterling earnings of the countries in 
question were paid into Special Ac- 
counts, and sterling in Special Ac- 
counts could normally not be used for 
making international payments ex- 
cept to the Sterling Area. There were 
some exceptions to the otherwise 
strictly bilateral character of the 
Special Accounts system, whereby for 
instance Country X might be allowed 
to draw freely on its Special Account 
to make payments not only to the 
Sterling Area but also to certain 
specified countries Y and Z and even 
to make payments to other countries 
if the transaction requiring the pay- 
ment had been specifically approved 
by the British exchange control. But 
apart from these relatively minor re- 
laxations, the Special Accounts sys- 
tem virtually put an end to the use 
of sterling for making payments be- 
tween two countries outside the Ster- 
ling area, and thus considerably de- 
tracted from the status of sterling as 
an international currency. 


The Bilateral Agreements 


After the liberation of Europe the 
British Government concluded finan- 
cial agreements with many of the 
western and northern European coun- 
tries, including Belgium, Sweden, the 
Netherlands, France, Portugal and 
Switzerland. These agreements, though 
by no means identical in their terms, 
followed a fairly uniform pattern. 
They were ail strictly bilateral in 
character; each country undertook to 
accept sterling in payment for its 
exports to the Sterling Area and in 
return was permitted to use it sterling 
freely to make purchases from _ the 
Sterling Area but from nowhere else. 
The post-likeration bilateral agreements 
thus to some extent followed the model 
of the war-time i Accounts. 
Howewer most of them  incorporaved 
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anovel clause which distinguished them 
from their predecessors. This clause 
we may call the-‘gold clause’; it pro- 
vided that if the country in question, 
in the course of operating the financial 
cess of some specified amount, Britain 
would freely convert such excess into 
agreement, accumulated sterling in ex- 
gold or U.S. dollars. 


_ These bilateral agreements re-estab- 
lished sterling as the normal means of 
payment between the Sterling Area and 
liberated Europe and encouraged the 
countries concerned to hold_ limited 
working balances of sterling. However 


they did nothing to reinstate sterling’ 


asa means of making payments between 
any one European country had any 
gther country outside the Sterling Area. 
or to popularize sterling as a suitable 
asset for holding as an _ international 
currency reserve. 


The Advance towards Convertibility 


Under the U.S. Loan Agreement, Bri- 
tain agreed that twelve months after 
the agreement came into force (i.e., in 
the event 12 months after July 15 1946) 
she would impose no restrictions on 
Payments and transfers for current 
transactions. Britain worked towards 
this agreed objective by means of two 
devices, American Accounts and Trans- 
ferable Accounts. The former accounts 
were arranged, mostly in 1945, with the 
countries popularly known as_ the 
dollar Area: the U.S.A., the Philippines, 
Colombia, Costa Rica, Cubu, Bolivia, 
the Dominican Republic, Ecuador, Sal- 
vador, Guatemala, Haiti, Chile, Hon- 
duras, Mexico, Nicaragua, Panama, 
Venezuela and Peru. The latter ac- 
counts were negotiated mainly in the 
first half of 1947, with the following 
countries: Argentina, Brazil, Uruguay, 
Belgium, Holland, Portugal, Spain, Nor- 
way, Finland, Italy, Czechoslovakia, 
Egypt and the Sudan, Iran, Ethiopia, 
Sweden, Canada and Newfoundland. 


Thus the countries of the world could 
in July 1947 be grouped under four 
headings: The sterling Area, the Dol- 
lar Area, the Transferable Account 
Area and ‘all others.’ The last cate- 
gory included one country (Switzerland) 
which preferred to continue on the 
basis of her bilateral agreement, certain 
countries with whom (it was _ hoped) 
Transferable Accounts would soon be 
negotiated, some ex-enemy countries 
whose overseas payments were still 
controlled in detail by the Allies, and 
finally a number of small countries 
which were unable or unwilling to 
operate an effective exchange control. 


So tar as the Sterling Area was con- 
cerned the implementation of the Loan 
Agreement merely required that the 
exchange controls in the United King- 
dom and its Colonies should lift the 
discriminatory restrictions whch had 
hitherto been imposed on current pay- 
ments to countries outside the Area. 

With regard to the Dollar Area, the 
Loan Agreement was implemented by 
permitting current payments .to be 
made freely from Sterling Area Ac- 
‘counts and from Transferable Accounts 
into American Accounts, and by pro- 
viding for the unrestricted conversion 
into U.S. dollars of all sterling paid 
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into American Accounts. (This 
been the case since July, 1945.) 
Transferable Accounts worked in a 
more complicated fashion than Ameri- 
can Accounts, for unlike American Ac- 
counts they incorporated provisions. at 
fostering the use of sterling as an inter- 
national currency. Let us consider the 
terms of a representative Transferable 
Account agreement with an imaginary 
country, Ruritania. First of all, if 
Ruritania is a country which had, dur- 
ing the war, accumulated a _ large 
balance of sterling, there would prob- 
ably be a clause blocking all or part of 


has 


this balance, or hypothecating it for 
some specified purpose. Next, there is 
a clause establishing a Ruritanian 


Transferable Account, into which is to 
be paid any unblocked and unhypothe- 
eated sterling already owned by Ruri- 
tania, and all Ruritania’s future re- 
ceipts of sterling. Then comes a major 
concession by Ruritania: she under- 
takes to accept sterling from all other 
countries in settlement of current 
(though not capital) transactions. In 
return Britain offers Ruritania impor- 
tant concessions. Ruritania may draw 
freely on her Transferable Account to 
make current payments not merely to 


the Sterling Area but to all other 
Transferable Account countries and 
élso to the Dollar Area. (It was the 


last concession, the right to make cur- 
rent payments to the Dollar Area, 
which had to be suspended on August 
20, 1947.) 

Thus the Transferable Account coun- 
tries, unlike the Dollar Area countries, 
in effect agreed to use and hold sterling 
as an -international currency. First, 
they agreed to accept sterling from all 
countries in payment for exports or for 
any other current purposes. Second, 
they agreed to retain the sterling they 
earned until such time as they needed 
to use it for buying imports or making 
other current payments. In effect there- 
fore they committed themselves to ster- 
ling both as a means of internationai 
payment and as an international store 
of value. 


Reversion to Bilateralism 


On August 20, 1947 Britain suspend- 
ed the right of Transferable Account 
countries to use sterling from their 
Transferable Accounts for making cur- 
rent payments to the Dollar Area. How 
did this suspension of convertibility 
affect the three major areas: the Trans- 
ferable Account Area itself, the Ster- 
ling Area and the Dollar Area? To take 
the Dollar Area first, the legal rights 
attaching to American Accounts were 
unaffected, for all sterling accruing to 
these accounts could still be freely con- 
verted into dollars. But it became much 
more difficult for the Dollar Area coun- 
tries to earn sterling, for the Transfer- 
able Account countries could no longer 
spend their sterling earnings in the 
Dollar Area. The Sterling Area was 
not directly affected by the suspension 
of convertibility, but the world- 
wide shortage, of which the suspension 
of convertibility was a symptom, was 
a most serious matter to most Sterling 
Area countries and led to certain 
changes in the Area’s currency arrange- 
ments. In particular, discriminating 
restrictions on current payments to the 
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Dollar Area had to be reimposed and 
eventually became more rigorous than 
ever before. Moreover South Africa’s 
partial withdrawal from the Sterling 
Area in October 1947 was undoubtedly 
precipitated by the dollar shortage. 


With regard to the Transferable Ac- 
count countries, one consequence of the 
suspension of convertibility was that’ 
sterling was no longer accepted from 
any purchaser who could pay dollars, 
i.e., from any member of the Dollar 
Area. A second consequence was that 
sterling was no longer so acceptable to 
these Transferable Account countries, 
particularly Canada, Argentina, Uru- 
guay, Belgium and Portugal, which 
have an export surplus with the Ster- 
ling Area, These five countries, de 
prived of their right to make payments 
to the Dollar Area out of their surplus 
sterling earnings, not unnaturally be- 
came less ready to accept sterling free- 
ly from all comers for all current pay- 
ments. Canada, the country most: seri- 
ously affected, forthwith left the Trans- 
ferable Account Area and in effect join- 
ed the Dollar Area. Argentina and 
Uruguay have been temporarily placat- 
ed -by the sale to them of certain Bri- 
tish investments in these countries, 
which has had the effect of absorbing 
their surplus sterling. It is however 
only a matter of time before both coun- 
tries again accumulate excessive ster- 
ling balances and demand some modi- 
fication to the existing currency ar- 
rangements. Belgium and Portugal are 
both protected by a gold clause, but 
Britain has attempted to make it in- 
operative by restricting sterling pay- 
ments to these two countries from other 
Transferable Account countries. Thus 
Belgium and Portugal have left the 
Transferable Account Area and have 
reverted to something akin to the pre- 
vious bilateral arrangements. However, 
the reversion has not been complete, 
and strict bilateralism has been tem- 
pered with what is known as ‘Adminis- 
trative Transferability.’ This label re- 
fers to an arrangement whereby Britain 
agrees to permit some. sterling pay- 
ment to these countries from Transfer- 
able Account countries, by authorizing 
specific transactions or groups of trans- 
actions. 


The Present Position 


In order to elucidate the present posi- 
tion of sterling as an international cur- 
rency let us take four countries which 
are as nearly representative as possible 
of the four :najor currency areas (the 
Dollar Area, the Sterling Area, the 
Transferable Account Area and the 
Bilateral Area) and to suggest the an- 
swers which they would probably give 
to four crucial questions concerning 
their use of sterling. The questions 
are: 

(1) Are you prepared to hold sterling 
as part of your international 
monetary reserve? 

(2) Can your sterling be 
into gold or dollars? 

(3) Is sterling used for your in-pay- 
ments? 


(4) Is_ sterling used for 
payments? 


converte? 


your out- 
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Let us put these questions to a Dollar 
Area country, noting first that this area 
now includes Canada and that Germany 
and Japan are for currency purposes 
virtually an extension of the U.S.A, 
Canada as a representative of the Area 
would reply thus: 

(1) No, we are not prepared to hold 

sterling. 

(2) Yes, we enjoy unconditional con- 
version rights. 

(3) We would accept sterling for our 
in-payments, since we can readily 
convert it into dollars, but (apart 
from other Dollar Area countries, 
who usually pay in dollars) only 
the Sterling Area countries are 
permitted to pay us in sterling, 
and even they are trying to cut 
down payments as much as 
possible. 

(4) All countries outside the Sterling 
Area require us to use dollars for 
our out-payments. The Sterling 
Area countries do not mind whe- 
ther we pay in dollars or sterling 
for in either case a payment by 
us to the Sterling Area improves 
that Area’s dollar position. 

Australia, a typical Sterling Area 
eountry, would answer: 

(1) Yes, we are prepared to hold ster- 

ling without specific limit. 

(2) Yes, we can convert our sterling 
into dollars at our own discretion, 
but we are voluntarily trying ta 
cut down our dollar require- 
ments. 

(3) All countries are free to make 
current in-payments to us in 
sterling, and Sterling Area coun- 
tries may also make capital pay- 
ments to us in sterling. If we 
are paid in other currencies we 
usually sell them in London for 
sterling. 

(4) We always make our  out-pay- 
ments in sterling, except to the 
Dollar Area. Dollar Area coun- 
tries sometimes accept sterling, 
which they use immediately or 
convert into dollars; otherwise 
they require payment in dollars. 

Argentina representing the Transfer- 
able Account Area, which now includes 
the U.S.S.R., but not Belgium or Portu- 
gal, would answer the questions some- 
what as follows: 

{1) Yes, for the time being we are 
prepared to hold sterling as part 
of our international reserve, but 
our attitude would certainly 
change if (as is likely) we aghin 
accumulate a substantial balance. 

(2) No, on August 20, 1947 our con- 
version rights were suspended. 

{3) We are normally willing to ac- 
cept sterling for all current in- 
payments from the Sterling Area 
and from other Transferable Ac- 
count countries, but otherwise 
we try to insist on payment in 
dollars if there is any hope of 
getting them. The _ courtries 
from whom we are willing to ac- 
cept sterling normally pay us in 
sterling if Britain allows them to 
do so. Britain imposes no restric- 
tion on payments to us from the 
Sterling Area or on current pay- 
ments from Transferable Account 
countries, but she is somewhat 
niggardly in allowing any other 
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country to pay us in sterling. 

(4) We can and do use sterling to 
make all our current out-pay- 
ments to the Sterling Area, to the 
Transferable Account Area . and 
(with Britain’s permission) to 
certain countries with whom 
Britain has ‘administrative con- 
vertibility’ arrangements. We 
cannot of course use sterling to 
make payments to the Dollar 
Area. 

Belgium as representing the Bilateral 
countries (though the Bilateral group is 
tar from homogeneous and it is only in 
the broadest sense that Belgium typifies 
Portugal, France, Denmark or Switzer- 
land) might answer the four questions: 

(1) We are prepared to accumulate 

sterling only up to a_ specified 
limit. 

(2) It our holding of sterling ever 

exceeds our specified limit, Bri- 


tain undertakes to convert the 
excess into gold or dolars. 
(3) Thanks to our convertibility 


rights we would accept sterling 
treely, but Britain allows sterling 
to be used only tor our in-pay- 
ments trom the Sterling Area. ln 
all other cases in-payments in 
sterling require specific author- 
ization from London. (Britain 
imposes tnese restrictions to pre- 
vent us trom accumulating ster- 
ling beyond our ‘gold limit’). 

(4) We can and do use sterling to 
make current out-payments to 
tne sterling Area ana also to cer- 
lain ‘Lransierabie Account coun- 
tries. We are nowever restricted 
by Britain in our freedom to 
make sterling payments to those 
‘Yransterable Account countries 
(sucn as the Argentine) who Bri- 
tain thinks are likely soon to be 
surreitead with sterling. 


Conclusion & Outlook 


Any international currency has _ to 
play a dual role. It must be widely 
accepted as a means ot international 
payment, at any rate for current trans- 


actions. lt must also be widely ac- 
cepted as an international store of 
value; i.e., as an asset suitable tor ac- 


cumulating as a monetary reserve. Un- 
der the goid standard and inaeed right 
up to the second world war sterling 
satistied the first condition throughout 
the whole world and the second condi- 
tion over a large part ot the world. As 
an international means ot payinent it 
was accepted by all and was without 
a serious competitor. As an internation- 
al store of value it had rivals in gold 
and later in the U.S. dollar, but even in 
the nineteen-thirties the Sterling Bloc 
(other than South Africa) and certain 
other countries were willing to accumu- 
late sterling in preference to either of 
its rivals. 

The second world war and the dollar 
famine have detracted considerably 
from the status of sterling as an inter- 
national currency. Sterling is now in 
general and multilateral use as. the 
means of international payment only 
within the part of the world comprising 
the Sterling Area and the Transferable 
Account Area. It is hardly used at all 
to make payments from one Dollar Area 


country to another, and is used to only 
a restricted extent to make payments 
from one Bilateral Area country to an- 
other. Sterling is however quite ex- 
tensively used for making payments 
from one .currency area to another. 
Payments between the Sterling Area 
and the Dollar Area are quite frequent- 
ly made in sterling, and between the 
Sterling Area and non-Dollar countries 
almost always in sterling. Payments 
between the Transferable Account Area 
and the Bilateral Area (but not the 
Dollar Area) are frequently but not al- 
ways made in sterling. Sterling is 
rea ily accumulated as a store of value 
in the Sterling Area (except by South 
Africa), and also (but without enthu- 
siasm) by most of the Transferable 
Account countries. Countries outside 
the Sterling Area and Transferable Ac- 
count Area are prepared to hold Ster- 
ling only in strictly limited amounts. 


Yet so far there has appeared no rea- 
sonably satisfactory successor to ster- 
ling as an international currency. Gold 
and dollars, the only likely candidates, 
suffer from the decisive disability of 
being too scarce; almost any country 
nowadays which is fortunate enough 
to acquire gold or dollars does not in- 
dulge in the luxury of holding them as 
an international reserve but prefers to 
spend them forthwith to buy urgently 
needed imports from the Dollar Area. 
But is an international currency the 
only possible device for settling pay- 
ments arising from multilateral trade? 
In theory, no. Mutual drawing rights, 
of the kind provided for in the Inter- 
national Monetary Fund agreement, 
would in principle be entirely satisfac- 
tory for settling payments on a multila- 
teral basis, provided that these draw- 
ing rights were adequate and uncondi- 
tional. The I.M.F. has not in fact oper- 
ated as a successor to sterling; there 
may be many reasons for this, but one 
reason which is decisive by itself is 
that the Fund has rot found it possible 
to allow drawing rights to be used 
without considering individually each 
application. Undoubtedly very large 
changes would be needed in the agreed 
objectives of the I.M.F., and in its con- 
stitution and administration, before it 
could be a successor to sterling; and 
there is little evidence that such a re- 
volution is impending or is even being 
seriously considered. There is no rea- 
sonably satisfactory successor to ster- 
ling and unless sterling can be retained 
as an international currency the trade 
of the world will contract into bilateral 
channels, an outcome which would be 
unpalatable to many countries. 


Unfortunately there is little to raise 
hopes that the international status of 
sterling will rapidly improve. The 
main defect of sterling is just the op- 
posite to the defect of goid and the 
dollar: sterling today is too plentiful. 
Only a drastic writing off or blocking 
of the London balances accumulated 
during the war and a rapid rectification 
of Britain’s advers2 balance of current 
Payments can improve sterling’s popu- 
larity. An aggravating factor in ster- 
ling’s recent misfortunes has been_ the 
world shortage of dollars. It is difficult 
to imagine how sterling can retain and 
increase its present status in the world 
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EXCHANGE & FINANCIAL MARKETS 


Chinese Currency Markets 


Hongkong unofficial highest & low- 
est market rates per 1,000 yuan:—spot 
notes $1.72-1.12; TT Shanghai $1.05- 
0.67; TT Canton $1.12-0.85. 

Shanghai free market rates, highest 
& lowest, in yuan:—gold per oz 
340,000-236,000; US notes 6,600-4,700; 
TT Hongkong 1,300-850. Gold crosses 
from. US$ 50-51%; HK crosses from 
HK$ 505-550. 

Central Bank of China official rates 


(daily fixed in line with the free mar-- 


ket) from yuan 3,500 to 5,000 per 
US$ 1, and Exchange Clearance Certi< 
ficate rate from yuan 3,600 to 5,100. 
Overseas Chinese remittances are paid 
at the Central Bank rate. However, 
as the official rates remain 20 to 25% 
behind the free market rates few over- 
seas Chinese will avail themselves of 
the unfavourable official rate. 

Canton free market rates, highest & 
lowest, in yuan:—HK notes 970-835; TT 
Hongkong 1,17&892. US notes at a 
eross of HK$ 500-518. 

Bank of Taiwan notes appreciated 
officially to 7 yuan, unofficially to 514. 

On August 19, one US dollar was 
pegged at CN$ 12 million (4 “gold” 
yuan); at the end of last week it was 
worth CN$ 79,000 million (pre-war 
CN$ 3.33). 

Commercial interest in Shanghai was 
charged at a rate of 15% per one day; 
this rate was more or less adjusted to 
the currency depreciation due to con- 
stant excess issue of Central Bank 
scrip. 

Shanghai is going slowly off the 
yuan basis for payment of goods and 
services. The authorities have approv- 
ed the general adoption of a “utility 
unit” (UU) which equals 6212% of the 
newly created Chinese Customs yuan. 
As the Customs yuan is pegged to 
US$ 0.40 the UU values about US$ 0.25. 
According to the daily increasing Cen- 
tral Bank rate for US$, the UU ap- 
preciates in terms of yuan. All public 
utilities are now charging consumers 
in UU and consumers have to pay in 
yuan at the daily conversion rates of 
the Central Bank. 

All taxes are now to be paid on the 
basis of the Customs yuan of US$ 0.40, 
to be computed into yuan at the daily 
conversion rate. There is public op- 
position to this official attempt to get 
money out of the taxpayers who do 
not earn according to the continuous 
rise of foreign currencies in terms of 
the yuan. However the Nanking au- 
thorities see no way out of the dilemma 
in which they have steered the nation 
and seem to be insistent about collec- 
tion of taxes based, in fact, on the 
rate of the US$. 


so long as, outside the Sterling and 
Dollar Areas, it remains inconvertible 
into dollars. Yet so long as the dollar 
remains scarce it would be folly for 
Britain to risk another convertibility 
crisis like the one of August 1947. 

— Brian Tew. 


On the other hand, the Nanking au- 
thorities are prepared to pay the army 
and some selected civil servants in 
silver coins. Stocks at the disposal of 
the Nanking treasury are running low 
and there is little silver available; the 
silver hoards shipped out to Taiwan 
and Canton are not at the disposal of 
the Nanking treasury. Thus the Cen- 
tral Bank tried to buy in the free 
market silver for mining into coins. 

Gold & Silver. Exchanges: in China 
are again operating though not yet offi- 
cially recognised. The Shanghai Ex- 
change, legally suspended ten years 
ago but actively operating especially 
during the years 1939-1941 and after 
the war until February 1947, may re- 
open soon. The Canton Exchange 
should have opened for official busi- 
ness two weeks ago but so far nothing 
has materialised on account of the 
Chinese government banks being in- 
sistent to be included in the Exchange. 
As ordinary gold merchants do not 
want to have these so-called govern- 
ment banks in the gold exchange— 
these banks have all the yuan scrip 
at their disposal and can thus mani- 
pulate the market at their will—a 
private market continues until an ex- 
change can be organised without any 
official interference or profiteering. 

People’s Bank notes in Peiping and 
Tientsin are quoted in Shanghai both 
by native banks and a few commer- 
cial banks. The Kincheng Banking 
Corp. quoted last week 8 Central Bank 
yuan per one People’s Bank yuan at 
which rate some business was conduct- 
ed, especially remittances, from the 
SJorth to Shanghai, part of which were 
routed for Hongkong. Against the 
official conversion rate in North China 
—where meanwhile the conversion has 
been discontinued—the commercial 
bank rate in Shanghai was 20% lower. 
Wealthy merchants and others hold- 
ing funds in Tientsin were anxious to 
remit their money out, usually for 
eventual safekeeping in Hongkong. 
The low price for People’s Bank ‘otes 
was furthermore caused by the de- 
mand for commodities in the North 
which could not be fully covered by 
exports of soya beans, bristles and 
other produce. The North China fin- 
ancial authorities have accumulated, 
from the population during the con- 
version, large quantities of yuan scrip 
and they find it most urgent to get 
rid of this paper before it loses com- 
pletely its purchasing value in the 
Nanking controlled areas. 


US$ Market 

Highest & lowest rates last week per 
US$ 100:—notes $ 520-514; DD 522-519; 
TT 524-52034; cross ‘rates US$ 3.053- 
3.072. Gold importers and Shanghai 
merchants were strong buyers, Bang- 
kok merchants started also to buy to- 
wards the end of the week. Overseas 
remittances arrived in larger volume; 
other sellers were, besides exporters, 
speculators who liquidated part of their 
holdings both in drafts and TT. 
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Gold Markets 

Highest & lowest rates per tael 
$308%4-304, cross rates US$ 4814-4734 
per oz. 

Exports were heavy; 27,000 taels ta 
China, 2,000 taels to Taiwan, and in 
addition direct from Macao about 
16,000 taels, mostly to Canton. Ar- 
rivals at Macao were regular. Over- 
seas offers declined to under 44. 
Manila business was done at 45 to 46. 

Gold forward market unusually 
quiet as there was no incentive for 
speculation. Prices moved only frac- 
tionally. The average daily position, 
as recorded inside the Gold Exchange, 
was only 5,000 to 6,000 taels (against 
90,000 taels in more active days dur- 
ing the latter part of 1948). Outside 
the Exchange the forward position as 
carried from day to day is estimated 
at 200,000 taels (including only inter- 
bank business). Daily forward con- 
tracts last week were also reduced as 
has been observed during the last sev- 
eral weeks; about 25,000 taels were 
sold forward per average day. 

Gold business in China is actively 
conducted with the Central Bank daily 
in the market. Official sales of gold— 
previous sales were not conducted 
directly by the Bank but through its 
agents—started on March 7, with yuan 
228,000 per oz., a price which subse-. 
quently, in line with the open market, 
was raised. Total sales during the 
week by Central Bank in Shanghai over 
15,000 ozs; in spite of these heavy sales 
and free market offerings at daily ad- 
vancing prices, as well as confirmed 
reports of large shipments of gold from 
Hongkong and Macao on the way for 
sale in Shanghai, the depreciation of 
the yuan raced ahead. Central Bank 
gold stocks are running out, however, 
and within a few weeks the Bank may 
not be able to remain in the market 
as a seller. 

The Hongkong Government prohibi- 
tion on gold export and import re- 
quires a speedy revision or the same 
attention which recently another 
illogical regulation here has received, 
viz. the prohibition to import or ex- 
port an amount in excess of 20 “gold” 
yuan. Under the motto of cooperation 
with China it appears advisable to do 
like the Central Bank of China does 
—at least for the time being. 
Trading Report:— 

Monday, Mar. 7:—Opening & closing 
rates 30634-307. On the fictitious for- 
ward market the change over favour- 
ed buyers at the interest rate of 2 
cents per tael per day. Throughout 
the week the change over rate con- 
tinued in favour of buyers. Highest 
of the week, 308%, reached shortly 
after the opening on better export de- 
mands, but reacted on reported ar- 
rivals in Macao in bigger quantities. 

Tuesday, Mar. 8:—Opening & clos- 
ing 30634-306%. Change over 4 cents.. 
Market ruled quiet and featureless. 

Wednesday, Mar. 9:—Opening & 
closing 306%-305%. Change over I 
cent. Imports from Macao increased 
and export demands well met, rates on 
the downward trend. 
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Thursday, Mar. 10:—Opening & clos- 
ing 305-3055. Change over 7 cents. 
Rates dropped to 304%, lowest of the 
week recorded, on report of easier 
world prices, but recovered on heavier 
‘export demands. 


Friday, Mar. 11:—Opening & closing 


80514%2-305%. Change over 2 cents. 
With speculators lying idle, market 
Was quiet. 


Saturday, Mar. 12:—Opening & clos- 
ing 3047-305. Change over 2 cents. 
Fluctuations limited, tradings reduced, 
market turned stagnant. In the un- 
official afternoon market very small 
business transacted at 305. 


Trading Position:— 


Total cash bars turned over during 
the week under review, officially 6,050 
taels and unofficially 41,200 taels, total- 
ling 47,250 taels. About 10,000 taels 
changed hands by interest hedging for- 
ward operators, 33,000 taels exported, 
and over 4,000 taels for local orna- 
mental consumption. 


Imports from Macao during the week 
amounted to over 60,000 taels, of which 
over 10,000 taels were not yet pre- 
pared for deliveries. Detailed exports 
were:—Shanghai 13,500 taels, Canton 
10,500 taels, Taiwan 2,000 taels, Amoy 
1,500 taels, Swatow 1,500 taels, Singa- 
pore 2,000 taeis and Bangkok 2,000 
taels, 


Silver & Platinum 


During the week under review, the 
silver market was very quiet and the 
reason for the quietness was that im- 
port and export were both nil and 
stocks here were very small. The 
highest and lowest prices quoted were: 
—Bar Silver $3.96-3.94 per tael, Hong- 
kong Dollar and Mexican Dollar coins 
$2.65-2.65 per coin, Chinese Dollar 
eoins 3.00-2.80 per coin, and Twenty- 
cent Coins 2.00-1.95 per five coins. 
Quotations were asked but actual busi- 
ness was hardly reported, 


The local platinum market was 
easier with more sellers. Those who 
hoarded two or three months ago were 
eager to get out; they asked for $400 
per tael. In Japan, plates were quot- 
ed Yen 39,000 per tael, calculating at 
the Tokyo black market rate of Yen 
90 to HK$1, this amount worked out 
to be over 430 per tael. 
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Bank Note Rates 


Highest & lowest rates last week. in 
HK$ per 100 except sterling and Cana- 
dian dollar per one. 


Bank of England note . 15.20 15.12 
Australian pound ..... 12.90 12.55 
CanadGignia Sy Gustetsncctssee 4.64 4.57 
Malayan Si cies. isa ations 181.50 180.00 
Indians rupee, 5. vee eectane 108.50 107.00 
Burmese rupee ,....... 71 70 
Ceylonese rupee ....... 100 100 
Nica, 2uilder joists <.c.0% 34 32 
Bate sate Hemtecw arses as 24.40 24 
Piasthes ita ctaccie cd ctrs 10.35 10 
IPSSOS sanuseistien wayarete acs 253 


Business of Native Banks 


During 1948 business of most local 
native banks has been less profitable 
than in 1947. Most successful banks 
were Hang Seng whose net profits 
were approx. $2 million (only about 
one third of 1947), To Hang with 
approx. $14% m. The gold and silver 
firm of Shun Hong (Kan Koam Tsing 
& Co.), the general manager of which 
is also one of the managers of the 
Chinese government Bank of Com- 
munications, was reported to have 
made a profit of almost $2 m. Many 
native banks and bullion firms came 
out with a loss mostly caused by the 
heavy decline in the gold price of last 
year when the overbought speculators 
were caught offguard. Several Swa- 
tow banks earned only through the 
activities of their trading departments. 
The largest percentage of profits and 
losses resulted from gold transactions; 
Chinese remittance business and US$ 
business contributed, by & large, little 
to the profit and loss accounts. 


Malayan Chinese Remittances 


Chinese family remittances from 
Singapore and the Federation last year 
totalled Malayan $15,422,846. This 
means a decrease of $7,522,287 com- 
pared with $22,945,133 in 1947. Of 
the total remittances to China from 
Malaya last year, Singapore accounted 
for $10,228,101, and the Federation 
for $5,194,745. The largest amount of 
family remittances to China last year 
was in the month of January when 
$2,690,344 was remitted, followed by 
$1,675,814 in October. The lowest 
was recorded in November when re- 
mittances dropped to $864,187—$421,- 
647 from Singapore and $442,540 from 
the Federation. 


NOTICES 


THE HONGKONG LAND 
INVESTMENT & AGENCY CO., LTD. 


NOTICE IS HEREBY GIVEN that 
the FIFTY-SEVENTH ORDINARY 
YEARLY MEETING of SHARE- 
HOLDERS in the Company will be 
held at the Offices of Messrs. Jar- 
dine, Matheson & Co., Ltd., on MON- 
DAY, 28th March, 1949, at NOON to 
receive the Report of the Directors 
together with the Statement of Ac- 
counts for the year ended 3lst Decem- 
ber, 1948, to elect Directors and to 
appoint Auditors. 


The REGISTER OF SHARES of the 
Company will be closed from MON- 
DAY, 14th March, 1949, to Monday, 
28th March, 1949, both days inclusive, 
during which period no transfer of 
shares can be registered. 


By Order of the Board of Directors, 


B. C. FIELD; 
Secretary, 


Hongkong, 4th March, 1949. 


THE BANK OF CANTON, LTD. 
Ordinary Yearly General Meeting 


Notice is hereby given that the or- 
dinary yearly general meeting of share- 
holders of the company will be held at 
the Head Office of the company, 6, Des 
Voeux Road Central, Hong Kong, on 
Wednesday, the 23rd March, 1949 at 
3.00 p.m. for the purpose of receiving 
and considering the reports of the 
Directors and of the Auditors and the 
Profit and Loss Account and Balance 
Sheet for the year ending 3lst Decem- 
ber, 1948 and for the appointment of 
Directors and Auditors and declaration 
of dividends. 


The Register of Shares of the Com- 
pany will be closed from the 15th day 
of March to 23rd March, 1949 (both 
Cays inclusive) during which period no 
transfer of shares will be registered. 


By order of the Board, 


D. S. YUAN, 
Chief Manager. 


Hong Kong, March 9, 1949. 


HONGKONG UNOFFICIAL EXCHANGE RATES 


(In H.K. dollars) 


Gold Per One Thousand Chinese Yuan U.S. Dollar 
per tael Silver Notes T.T. Shanghai T.T. Canton T.T. New York 
February High Low per tael High Low High Low High Low Note Draft High Low 
March 
open Peg tr, 308% 30634 3.95 1.72 1.37 1.05 .99 1.12 1.02 5.16 5.21 5.24 5.23 
ay phere 306% 305% 3.95 1.40 1.30 99 .94 1.05 1.00 5.17 5.20 5.2234 5.22 
OE ankiarate 306% 304% 3.96 1.30 TS 88 TT 91 85 5.17 5.20 5.22 5.20% 
iis each 306 304 3.96 1.30 112 .80 74 93 86 5.19 5.20 5.22% 5.20% 
3 is Were teem 305%, 30434 3.96 1.28 1.12 Ate 67 .90 85 5.19 5.20 §.22% 5.21% 
AL rataieiesrecs 305%, 304%, 3.97 1.27 Teas 17 68 97 92 5.18 5.19 5.22 5.21 


Hongkong Stock & Share 
Market 


Volume of Business: Total sales re- 
ported amounted to 125,526 shares of 
an approximate value of $214 millions, 
an Increase of about $1 million com- 
pared with the preceding week. 

Price Inder: The Felix Ellis aver- 
ages based on the closing prices of 
twelve active representative local 
stocks closed at 134/23 for a net loss 
of .56 compared with the close of the 
previous week. Day-by-day his aver- 
ages were: Mar. 7, 134.73; Mar. 8, 
134.93; Mar. 9, 134.97, Mar. 10, 134.68, 
Mar. 11, 134.23: 


High Low 
NOR pers scree ruitre rues 155.82 123.88 
OR occ aithiuys Wkehedvancs 148.68 134.05 
LY) Se eg 138.37 134.23 
New Issue: 


The Directors of Hongkong & Shang- 
hai Hotels Ltd., have anno:tnced they 
will shortly issue new shares in the 
proportion of one for every four old 
shares at par, i.e. $7.50. 


Business Done: 

H.K. Government Loans: H.K. Gov- 
ernment 34% @ 102%, 4% @ 103. 

Banks: H.K. Banks @ 1750, 1760, 
1770, 1780, 1790, 1785, 1780, 1770, 
1780, 1760, 1755. 

Insurances: Unions @ 715, 720, 
71212; China Underwriters @ 6, 6.30. 

Shipping: Asia Nav. @ 85cts. 

Docks & Godowns: H.K. & K.Wharves 
Old @ 138; N.P. Wharves @ 6%; 
H.K. Docks @ 25%; China Providents 
@ 18.80; Shanghai docks @ 12%; 
Wheelocks @ 3034. 

Hotels & Lands: H.K. Hotels @ 
13.80, 14, 14.20, 14.40, 14%, 14.30; 
Lands @ 61; S’Hai Lands @ 3%, 
84054 46635) 223:20,0", 3.1552» 3:205. dum. 
phreys @ 13; H.K. Realties @ 2. 

Utilities: HK. Tramways @ 19.20, 
19.30, 19.40, 19.30,.19.10; Star Ferries 
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@ 124, 123; China Lights Old @ 14.80, 
14.90, 15.00, 14.90, 14.70, 14.60 and 
New @ 10.90, 11, 10.80 10.90, 10.70; 
H.K. Electrics @ 36%, 37, 37%, 37,. 
36%4, 36%; Macao Electrics @ 26; 
Telephones @ 31, 3034, 30%4, 31. 

Industrials: Cements @ 3614, 3614, 
3634, 37, 36%, 36%, 36; H.K. Ropes: 
@ 20%; Dairy Farm Old @ 40, 41; 
Watsons @ 53, 5314, 53. 

Stores: China Entertainments @ 
43%, 44; S’hai Loan @ 2%; Ydangtszes: 
@ 4.10. 

Cottons: Ewos @ 10.40. 

Rubber, etc. Companies: Rubber: 
Trusts @ 2; Cheng Rubbers @ 23cts. 
COMPANY REPORTS 

Vibro Piling Co. Ltd. 

The net profit forthe year ended 31st 
December, 1948, after deducting ali 
charges, including provision for Cor- 
poration Profits tax, amounts to $726,- 
884, to which is added the balance 
brought forward from the previous. 
year, $9,705, making a total of $736, 
589. From this sum deducted the in-- 
terim dividend amounting to $48,450, 
thus. leaving $688,139 available for 
appropriation, as follows: a final. 
dividend of $1.388 less tax, or $1.25 
net, on 64,600 old shares $80,750; a 
dividend of $1.11 less tax, or $1.00 
net, on 16,150 new shares $16,150; a 
bonus of $1.11 less tax, or $1.00 net, 
on 64,600 old shares $64,606; a bonus 
of 55.5. cts. less. tax, or 50 cts. net, 
on 16,150 new shares $8,075; transfer 
to reserve for Plant & Machinery 
$200,000; carry forward $318,564. 

This excellent showing establishes 
an alltime record in the history of 
the Company and could never have 
been achieved had activities not been 
on a scale previously unexperienced. 
Plants moved from job to job without 
stoppage and contracts undertaken 
could never have been executed on 
time had it not been for the consider- 
able amount of overtime work put in. 
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The Company’s issued goital is 
$242,250 (80,750 shares @ $3). Plant 
and machinery were valued at $432,- 
859. ‘Current assets and cash of 
$958,820 were confronted by current 
liabilities and provisions of $631,672. 
The working profit amounted to 
$975,061, and the net profit, as above, 
to $726,884—exactly three times the 
issued capital. Dividend payments 
and bonus amounted to $218,025, net 
—exactly 90% of issued capital. On 
the old shares $2.875 per share net 
were paid. As the current market 
price is $16% the yield is no less than 
17.3/4%. 


Humphreys Estate & Finance 
Co. Ltd. 


The Company paid in respect of 
the year 1948 a $1 dividend per share 
On 200,000 issued shares of $10 each. 
Current market price $13, yield 
7.7%. Rent earnings of the Com- 
pany were $337,471, the net profit was 
$225,043 to which was added last 
year’s balance of $43,786 thus leaving 
for distribution $268,829 out of which 
shareholders obtained $200,000, while 
$25.000 were transferred +o pruvision 


for taxation and contingencies and 
$43,829 carried forward to 1949 ac- 
count. 

Fixed assets as at Dec. 31, 1948 


totalled $3,830,273; current assets of 
$915,729 were considerably lower than 
current Mabilities ($343,194) plus de- 
ferred liabilities ($898,108) taken to- 
gether. 


Last year’s issued share capital 
amounted to $2 million but has now 
been increased to $3 m. by issuing 
the unpaid portion of the authorised 
capital of $1 m. At the same time 
the authorised capital has been in- 
creased on March 8 to $10 m. by crea- 
tion of an additional 700,000 shares of 
$10 each. 


The Company owns several valu- 
able properties and is active in build- 
ing new houses which can be let out 
at uncontrolled rentals. The valuation 
of the properties appears on the low 
side but it is conservative policy to 
understate fixed assets particularly in 
these days when the real estate mar- 
ket shows signs of weakening. The 
yield of the shares at current prices 
is very high which however is the 
case with other shares as well, caused 
as it is by lack of confidence on the 
part of investors in the stability of 
the over-all economic position of Hong- 
kong. 


Chartered Bank of India, Australia 
& China. 


At the Stockholders Meeting to be 
held on 4th April the Directors will! 
recommend a final dividend at the 
rate of 6% actual subject to income 
tax making 12% for the year. 

Allocations:— £100,000. Pension 
Fund; £15,000. Widows & Orphans 
Fund; £150,000. Bank Premises; 
£406,437. Carried forward. The 
dividend paid for the year 1947 was 
also at the rate of 12% per annum, 
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Expansion of Aviation in Hongkong 


With the growth of airminded- 
ness in the world Hongkong, as the 
open door to the Far East, is taking 
an increasingly important part in air 
travel, and it is interesting to con- 
jecture how far the existing facilities 
offered by Kai Tak airfield can be 
stretched to accommodate the growing 
number of airlines that are using it 
either as a terminus or as a stop-over 
in flights to North China or Japan. It 
is estimated that around 65 planes ar- 
rive or depart every day and that the 
longest delay in clearing passengers’ 
luggage through the customs is thirty 
minutes, which is not unreasonable 
when the delays at some other air- 
ports are considered. Many more planes 
could be taken care of on the airfield, 
but it is naturally recognised that with 
the return of normal trading condi- 
tions to China the pressure upon 
space would be increased; plans for 
the construction of a new airfield are 
consequently going ahead, and it is 
hoped Government will be able in the 
near future to make a public announce- 
ment regarding this. 


An indication of Hongkong’s impor- 
tance to aviation is shown by the fact 
that several new scheduled flights are 
being contemplated and will be put 
into effect before long, these being: 


ST I OE EY EPL 
Hongkong Electric Co. Ltd. 


The balance at credit of Profit & 
Loss Account for the year ended De- 
cember 31, 1948, after providing for 
depreciation and Corporation Profits 
Tax, is $5,018,986 to which were added 
$504,753 being Tax Reserve written 
back and $429,758 brought forward 
from last year. After deducting the 
interim dividend of $0.80 per share 
less 10% Tax, amounting to $1,512,- 
000, an amount of $4,441,498 is avail- 
able for final appropriation as _ fol- 
lows:—final dividend of $1.70 per 
share, less 10% Tax on _ 2,100,000 
Shares... . $3,213,000; transfer to Plant 
Replacement Reserve .... $500,000; 
transfer to General Reserve... .$360.- 
051; carry forward to 1949....$368,- 
446. 


Hongkong Tramways Ltd. 


Profit for last year amounted to 
$3,700,158. To this is added $241,739 
brought forward from last Account 
making a total of $3,941,897. From 
this sum appropriations have been 
made as_ follow:—Interim dividend 
of 55 cents per share, less tax, paid 
September 13, 1948 $965,250; transfer 
to General Reserve Account $345,885; 
transfer to Development & Obsoles- 
cence Reserve $450,000; transfer to 
Special Contingencies Account $350,- 
000; a final dividend for the year 
1948 of $1 per share, less tax, $1,755,- 
000; leaving $75,762 to be carried for- 
vied forward. 


Queensland and Northern Territories 
Air Services, or “Qantas” (Australian 
Government-owned), which plans to 
run a regular weekly service between 
Sydney and Hongkong, via Manila, as 
from the end of March; 

Bharat Airways (Indian Govern- 
ment) which has surveyed the route 
with a view to operating a weekly 
service from Calcutta to Shanghai, 
via Hongkong; and 


Canadian Pacific Airlines which have 
announced their intention of opening 
a.service between Vancouver and 
Hongkong, via Kodiak, Shemya, Tokyo 
and Shanghai, at the end of the year. 

Transocean ,Air Lines of California, 
U.S.A., are also surveying the route 
between America and Hongkong across 
the Pacific. 


A new method of handling the 
large immigration business between 
China and the Philippines is the 
tourist-class plane which now Tuns 
between Hongkong and Manila and 
which will take 60 passengers with 44 
kilos of luggage at a fare of HK$225. 
This is being run by Philippine Air 
Lines (PAL) in addition to their re- 
gular bi-weekly service between the 
Philippines and Hongkong, the fare 
for which remains at HK$300. The 
plane used for this tourist-class ser- 
vice is a DC4 Skymaster. 

An interesting development in con- 
nection with airmindedness in the Far 
East is the arranging of tourist trips 
by the China National Aviation Cor- 
poration (C.N.A.C.) in conjunction 
with the Japan Travel Bureau. A tour 
ef seven days costs US$175, which 
includes staying in first-class hotels, 
trips by coach, etc. This is in addition 
to their regular weekly flight to 
Tokyo, which leaves Hongkong every 
Friday. Japan is also served by the 
British Overseas Airways Corporation 
(B.O.A.C.), which runs a flying-boat 
service to Yokohama every Friday. 


In addition to the foregoing, there 
also exist two private schools for 
training air pilots, the Far East Flying 
Training School, Limited, and the 
Hongkong Flying Club, which manage 
to find room on Kai Tak airfield. 
Pilots trained here should gain un- 
rivalled experience in taking off and 
landing under somewhat difficult con- 
ditions on a busy field. 


U.K. EXPORT LICENCES 


The British Board of Trade  intro- 
duced as from March 16 the following 
changes in regard to export licences. 
Goods not requiring export licences: 
some essential oils, soap substitutes, 
electrical sheet steel stampings, non- 
utility household _ textiles, certain 
utility clothing and utility linen and 
household textiles, certain wool waste, 
raw wool, ethyl acetate and specific 
paints. Cobalt in certain forms will 
require export licences. 
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Hongkong Aviation Report for February 1949 
Arrivals Departures 
a Countries Passengers Mail Freight Countries Passengers Mail Freight 
U.K. via Bangkok and U.K. via Bangkok and 
PONS hte Shes Cees 45 3,077 2,514 PODS Parte > cyacieaenes, 69 2,366 1,263 
Europe via Bangkok and Europe via Bangkok and 
Worts... eel. SUL. 14 55 4,052 POQUS oo Sinasarsns ais ornsavedns sn 47 37 159 
Middle East via Bangkok Middle East via Bangkok 
and, Ports © vee, ae 6 86 156 and! Portes qwiias-s< treme es 6 — 860 
Calcutta via Bangkok and Calcutta via Bangkok and 
(Gite! os iia. + 28 20 2,485 GING | 2A sce sane wena 75 78 1,560 
Rangoon via Bangkok and Rangoon via Bangkok and 
Chinas ie. Jnmesee as 21 15 44 China... sees esses 26 1 48 
Sineaporevyiees -Fobse -cc es 154° 2,369 1,270 WINGAWOLE” sacs + seeks 188 1,046 2,606 
Banco - cee eatee see 262 379 554 BAaNnPKOK J tne. « ta aoa 284 225 5,495 
French Indochina ........ 221 352 549 Saigon (Direct) ........ 176 169 387 
INFACHOMRE Os TP EOUR Tes 140 0 0 Macao... .....  w eee ees 112 = 83 
Philippines meesetenee Gl. 62%. 653 317 4,662 Philippines (Direct) ...... 1,088 355 2,175 
Tshot hele Seer ake eee 22 386 1,000 Japan via Shanghai and 
U.S.A. via Manila and POrise ont tos Soe ae 95 528 1,367 
eT He co eee 58 790 14,034 U.S.A. via Manili and 
eee SPyPAgH. #re7T 26 417 337 sis oa Bs  eagae I OR 
Pes Oi — sasann! 2 0 355 Honolulu via Manila ..... 62 47 103 
Shanghai 1,505 1.418 3.79 Australia PRBS: ss cuxtecoue' 5 65 216 — 

POS au a's AS St , , 127 Shanghals  @etioe os on oe oa l0es 1,889 15,267 
Canton... +... eee seen 5,103 2,562 1,041 Canton <(Direct) . ti. ae 4,479 2,711 19,069 
China via China ports ... 2,391 1,507 6,969 China via China Ports 2,193 1,679 31,337 

10,651 13,750kgs. 43,749kgs. 10,146 12,306kgs. 83,829kas. 
Total No. of arriving aircraft:—745. Total No. of departing aircraft :—741l. 

BY AIR Quantity Value Sunderland on the River Wear, Belfast 
, Kilos $ in Northern Ireland, Middlesborough on 
For the month of January 1949 United Kingdom ... 35 23,475 ‘the Tees, Barrow-in-Furness in Lan- 
Caxiatianusl sce ae. 77 21,468 cashire, and Liverpool. Smaller ship- 
IMPORTS indiawe.. reek. be 19 545 yards of some importance are in Aber- 
4 Malaya. “isivanws ax: 313 287,344 deen, Dundee, Hartlespool, Hull, Leith, 

Quantity Value North Borneo ..... 3 15,388 Southampton and Bristol. 
Kilos $ South Africa ...... 719 12.916 Oil tankers make up a _ significant 
United Kingdom ... 832 254,676 Belgium: .....-+..- 10 1,300 part of the world’s ship construction. 
Avaiediia 5 278 Central America ... 21 300 Nearly 1,400,000 tons, or about 34 per 
tee ee China;<North « «5 = Ft. 5,603 24,293 cent. of all the ships being built in the 
Canad ain! wisi yis Aye ¢ 125 25,852 53 ee: ere Rete: bw are tankers, 129 vessels in all. 
ROT he, Bee Fs OUtRAae arias F F f these, 67 tankers of 661,000 tons are 
hated na lg yr ont eee. 41. 4'515 being built in Britain’s shipyards, 22 
Czechoslovakia... ‘4 403 Czechoslovakia 2 1,815 tankers of 370,000 tons in United 
MranCeebe is «< srt. 14 8,154 Egypt by Ie «ae alak a a ee pest a ee eon tons in Sweden, 
PAMLS tcc. Ue Hite ats F and 7 0 ,000 tons in France. This 
SrMany Tee. 1s se 174 20,388 French Indochina .. 285 2,551 race to build tankers reflects the ex- 
Greece .........-- 26 209%) Japan govt bir las.» 98 5,238 pansion in the world’s oil production 
apanMwewel, ok. 8 4 76 Norway o...wsews- 2 374 and consumption. Part of it is a pre- 
Ee lae ‘ Philippines ....... 2,529 16,445 paration for the changes in oil trans- 
Philippines ....... 1,617 70,525: Siam... see eee 5,301 205,560 port which are being planned in_ the 
Shier ictoal tgs eighteen Se 3 9,399 reo “ot ie neta is Beat ee East. haar Man age products 
5 ie witzerland...... ; rom the main oilfields of that region 
Switzerland ....-. ale | oT: et Wri 1.993 205°772--“ara loaded af of nae the Persian Gull 
DESPA Seah cio shdaie: wic's s G98. 2063, n00" Other ss. viet caer « 1 120 and shipments to all parts of Europe 
2 ; - have to sail round the Arabian Penin- 
LOC el side. 12,385 5,366,876 TOCA ees, 3 crs ary ... $31,561 1,023,922 sula and through the Suez Canal, which 
Total Brit. Empire 998 306,454 Total Brit. Empire 526 371,136 can take only ships uo to a moderate 
Total Foreign ... 11,387 5,060,422 Total Foreign 31,035 652,786 displacement. Once the projected new 
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SHIP CONSTRUCTION IN BRITISH 
AND OTHER DOCKYARDS 


Britain’s construction for export has 
been steadily growing since the war. 
In March 1946 about 100,000 tons of 
new merchant vessels were being built 
for non-British owners; in March 1947 
tthe export. tonnage under construction 
had risen: to 513,000 tons; in March 
1948. to 696,000 tons, and at December 
31, 1948 to 748,000 tons. Britain’s yards 


are building 51.1 per cent. of the 
world’s merchant tonnage (disregarding 
ships of under 100 tons gross), Among 
the 422 vessels which make up the 
total tonnage now being built there are 
about 880,000 tons of steamers, 1,235,- 
000 tons of motor ships. The largest 
shipbuilding centre is on the banks of 
the Clyde between Gilasgow and Green- 
ock where a third of Britain’s ship- 
building is being carried out. Next in 
importance are Newcastle-on-Tyne, 


pipelines are built to carry oil from the 
Persian Gulf overland to various ports 
on the Mediterranean, it will become 
economic to use larger tankers than 
have been employed in the past. Many 
of these huge and fast tankers are now 
under construction. 

Only Britain and France are at pre- 
sent building vessels of 20,000 tons or 
over (a total of six). No new vessel 
will challenge the present fleet of large 
ocean liners for some time to come in 
anything approaching even half the 
size of the two big Cunarders, the 
Queen Mary and,Queen Elizabeth. Of 
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Hongkong Shipping Report for February 
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During February 1949 ocean and 
river steamers entering Hongkong 


totalled 527 of a tonnage of 767,247; 
vessels leaving Hongkong totalled 531 
of a tonnage of 845,317. Passengers, 
inward, on ocean and river steamers, 
numbered 62,341 and passengers out- 
ward 64,338. 

Bunker Coal: River steamers 1,140 
tons of coal and 1,168 t of oil; ocean 
steamers 7,385 coal, 12,209% oil; total 
coal bunkered 8,525 tons, oil bunkered 
13,3774 tons. 

Cargo on ocean going ships in 
February: discharged 179,805 tons, 
loaded 76,461 tons, a total of 256,266 
tons. 

Cargo on river 
7,059 tons, loaded 
of 14,242 tons. 


JUNKS & LAUNCHES 
During February 1949 a total of 448 


ships: discharged 
7,183 tons, a total 


junks, boats, launches and other vessels 


the thousand ships under construction 
anywhere over 417 are between 100 and 
1,000 tons; 113 betwesn 1,000 and 2,000 
tons; 169, between 2,000 and 4,000 tons; 
106 between 4,000 and 6,000; 84 be- 
tween 6,000 and 8,000 and 75 between 
8,000 and 10,000 tons. Above that line 
the shipyards are building 75 vessels 
of between 10,000 and 15,000 tons; 36 
between 15,000 and 20,000; 4 between 
20,000 and 25,000, and 2 between 25,000 
and 30,000 tons. 

Since the beginning of 1946 Britain’s 
shipyards have completed about 2,800,- 
000 tons of new ships; of these 600,000 
tons were oil tankers. Although many 
of the new ships were built for export, 
Britain’s merchant fleet, which counted 
about 17% million tons gross at the 
outbreak of World War II and at the 
height of the war was reduced to little 
over 12 million, has now been restored 
to about 16 milion tons. 

At the beginning of 1949, 4,140,816 
gross tons of new steamers and motor 
ships were under construction in the 
world — excluding Russia, for which 
no statistics are availabie. Of the total 
tonnage in hand 51 per cent. was being 
built in Uinted Kingdom yards. Bri- 
tain’s tonnage under constructon of 
2,115,000 tons gross was only 129,000 
less than the peace-time record of last 
June. 

Production per man is higher in Bri- 
tain’s shipvards than anywhere else in 
the world. Although shipping com- 
panies are concerned about the high 
cost of replacing vessels compared with 
pre-war costs, the production costs for 
new building in the United States is 
row dependent on a subsidy from the 
Maritime Commission. while the world 
demand for British shins has been 
steadily increasing. 

At the beginning of 1949, 35 per cent. 
of the tonnage being buiit in Britain, 
or 748.000 tons gross, was intended for 
registration abroad. Of these vessels, 
over 300,000 (mainly tankers) were on 
order for Norway, 17.000 tons for Ar- 
gentina, 112,000° tons for British Com- 
monwealth countries and _ colonies, 
50,000 tons for Panama, 44,000 tons 
for Denmark, 44.000 tons for Portugal, 
17,000 tons for Sweden and 15,000 tons 
for France. 


of and under 60 tons were licensed 
here. Of this number 11 were motor 
trading junks and 2 fish trawlers. 


March 16 


Tonnage of Vessels 
‘aed eae Launches 
in * out in out 
95,921 104,207 4,660%2 5,154 
-—21,433 —2,715 —231% +391 


as against January 1949 
Numben of Vessels 


Statistics for junks and launches in unks Launches 
foreign trade during February (under in out in out 
60 tons) :— 1,600 1,677 175 188 

—62 —71 —19 +4 
Tonnage of Cargo as against January 1949 
Junks Launches Passengers 
in out in out Junks Launches 
21,268 9,482 78334 515% in out in out 
—7,181 +2,872 +265%, — 286% 2,762 5,864 - 6 
as against January 1949 . 1319 —187 _ +6 
as against January 194¢ 
OCEAN STEAMERS IN FEBRUARY 
Arrivals Departures 
River River River River River River 


Steamer Steamers Steamers 


Steamers Steamers Steamers 


No. tonnage Cargo Passengers No. tonnage Cargo Passengers 
British 148 85,756 3,585 31,000 150 85,024 3,682 35,775 
Chinese 119 30,604 3,474 11,989 127 = 32,912.—S 3,501 15,395 
267 116,360 7,059 42,989 277 177,936 7,183 51.170 
RIVER STEAMERS IN FEBRUARY 
Arrivals Departures 
Ocean Ocean Ocean Steamers Ocean Steamers 
Steamers Steamers No. tonnage Passengers 
No. tonnage Passengers 
British ... 84 199,118 8,033 85 195,586 5,607 
American . 27 + ~=149,225 2,145 25 234,165 2,009 
Burmese. 1 2,769 - 1 2,769 —_ 
Chinese ... 72 74,283 3,342 60 71,566 1.069 
Danish .... 7 27,353 55 8 30,409 70 
Dutehs to.) Le 70,603 2,763 17 71,901 2.721 
Finnish 1 4,964 — 1 4,964 — 
French 2 2,149 14 3 7,113 55 
Honduran 1 lll — 1 lll 6 
Italian 1 4,360 —_ — — _ 
Norwegian 24 59,772 2,946 24 57,560 1.558 
Panamanian ze 26,025 14 7 24,856 16 
Philippine 6 11,610 19 4 8,220 ll 
Portuguese 3 2,096 — 3 2,096 24 
U.S.S.R.. 2 2,554 2 2 2,171 _— 
Swedish .. 5 13,894 19 5 13,894 22 
Total Foreign 176 451,768 11,319 169 531,795 7.561 
Total 260 650,886 19,352 254 727,381 13,168 


OCEAN SHIPPING IN THE FAR 
EAST 


So far as ocean shipping is concern- 
ed, the most notable post-war change 
was the rapid decline of the powerful 
Japanese merchant fleet, which reached 
5.6 million gross tons in 1939 but was 
reduced to 1.1 million in 1947. 

China suffered huge losses in her 
shipping. In 1937, she possessed about 
600,000 tons of steam and motor 
vessels, but by V-J Day her fleet was 
reduced to about 80,000 tons. She was 
able to stage a rapid recovery by pur- 
chases from abroad as well as by re- 
Possession of about 100,000 gross tons 
in the occupied part of China. By the 
end of 1947, China possessed about 


4,038 vessels with a total of 1.042.402 
gross tons. Before the war, foreign- 
flag vessels were permitted to ply be- 
tween coastal and river ports in China. 
Thus, in 1937 there were as many as 
710,000 gross tons of foreign vessels 
registered in China, as compared with 
576,000 tans under the Chinese flag. 
As a consequence of the abolition of 
unequal treaties, the right of foreign 
vessels to carry on coastal and river 
trade has been revoked. Therefore, the 
total tonnage of Chinese vessels. though 
larger at the end of 1947 than in 1937, 
stil! falls short of actual needs, and the 
shortage will be more acutely felt as 
business returns to normal condition. 
In Indonesia over one million tons 
of shipping were engaged in inter- 
insular and regional trade before the 
war. About one half of this fleet was 
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fost during the war, but by mid-1947, 
160 ships totalling 761,000 tons were 

put back to service in Indonesian 
waters and the present total of ocean- 
going shipping tonnage is up to its pre- 
war level. 

In the Philippines, there were 125,000 
net tons of vessels registered for inter- 
insular, coastal and overseas trade in 
1936. By 1946, the total registered 
tonnage was reduced to 87,000 tons but 
with the purchase and charter of many 
ships from the United States, the 
Philippine merchant fleet reached 113,- 
S00 tons in 1947. 

As a reflection of shrinkage in for- 
eign trade, the tonnage of entered 
vesels in foreign trade ceclined consi- 
derably after the war. 

Pre-war and Post-war Net Register- 
ed Tonnage: of Vessels Entered. 

(miliion tons) 
China 

1936 

1947 r: 
Hongkong 

1936 EE OES ARE oa? aoa 

1947 3 1 
Indochina (for ‘Saigon ‘only) 

1940 a 

1947 
Philippines 

1939 aS OES ae a 

1947 : 

In general, the ‘picture of heavy re- 
liance on foreign shipping for overseas 
trade has not changed since the war. 
Coupled with the inadequacy of the 
railway system, the shrinkage of the 
merchant fleets in the Far East has 
hampered the task of rehabilitation and 
reconstruction and will continue to im- 
pose a limit to the rate of recovery in 
this region. 


= * * *= 


CONSTRUCTION OF NEW WHARF 
OF HONGKONG & KOWLOON 
WHARF & GODOWN CO. LTD. 


The Hongkong & Kowloon Wharf & 
Godown Co. Ltd. are at present con- 
structing a reinforced concrete wharf 
which is to replace a former timber 
wharf which was 660 feet in length, 
had steel piles, girders and beams but 
was timber decked. As the old wharf 
was found beyond repair the Com- 
pany decided on the construction of 
a modern concrete wharf. The new 
Wharft is built with raking piles, 
designed to resist the shock of berth- 
ing ships up to 18,000-20,0660 tons in 
the normal circumstances of a cross 
tide. This method. however, makes 
the Wharf rigid, and likely to damage 
ships in the event of a heavy blow. 
The design therefore incorporates 
specially made heavy steel springs be- 
hind the wooden fenders, spaced every 
seven feet, which allow the fenders 
to move up to 12 inches, and_ soften 
the shock. The calculated spring ten- 
sion on each pile is 91 tons and on 
each spring 45 tons. 

Before work was started, soundings 
and borings were taken, which show- 
ed that at the outer end (700 feet 
from the seawall) the harbour bottom 
consists to a considerable depth of 
soft mud; test piles were therefore 
driven to estimate the loads which 
could be safely carried. As a result 
of these-tests, it was found necessary 
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Highways & Motor Transport in the Far East 


Owing to the comparatively low cost 
of construction, motor transport has 
been increasingly utilized to supple- 
ment rail transport, but some of the 
highways in Far Eastern countries are 
merely improvements of old cart roads, 
while others do not have all-weather 
surfacing. The kilometrages of high- 
ways are not strictly comparable. 


Pre-war and Post-war 


Kilometrage 
of Highways. 


Pre-war Post-war 


China "gscemnskes: ict 109,000 76,888 
Indo-China ....... 32,596 26,000 
Japan Weer: kw ae 939,593 919,621 
Korea, South ...... _ 14,267 


Malaya ai Satria —_— 9,939 
EDI PPINCS Sy yaieitle< « 24,046 24,659 
Slaiislat. cick sik ote 4,466 6,280 


Indo-China was reported to have 
25,000 motor vehicles before the war, 
but a large portion was lost during the 
war. In 1938-39, there were 5,113 pas- 
senger cars and 782 buses in Siam. 


As a result of the war, the roads, on 
the whole, are in a bad condition of re- 
pair, but owing to the large amount of 
war surplus left by the Allied forces, 
there is a general increase of trucks 
and commercial lorries available as 
compared with the pre-war years. 


Pre-war and Fost-war Number of Registered Motor Vehicles 


Year 
China 1936 
1947 
Indonesia 1941 
1947 
Japan 1939 
1947 
Korea = 1939 
South Korea. 1947 
Malaya 1940 
1947 
Singapore 1939 
1947 
Philippines 1941 
1947 


to use! piles up to 90 feet. Special care 
has been taken to produce a concrete 
of high quality, to give a maximum 
resistance to the action of sea water. 
The stone and sand used was specified 
to close limits of grading, and a special 
sea-water resistant cement from Bel- 
gium is used. The water content of 
the concrete is controlled, and all con- 
crete is vibrated into the forms. Re- 
gular routine tests are made on the 
concrete, and most of the test cubes, 
which are 6” cubes, require a load of 
100-120 tons to crush them in the test- 
ing machine after 28 days. 

A complete rail system is to be 
laid on the deck, to transfer cargo 
to the Transit Sheds and Godowns. 
These rails will be flush with the 
deck, so that vehicles can if nesessary 
be used on the Wharf. 


To keep mooring ropes clear of the 
deck at the inner end, and to prevent 
interference with traffic, the inshore 
bollards are mounted on a platform, 
designed to take the maximum pull 
of the hawsers, while leaving a clear 
space underneath. 

Special wharf lighting will be in- 
stalled, to give a minimum illumina- 
tion of one foot candle at any part 
of the Wharf, yet screened from the 
bridge of incoming vessels. This 
lighting using mercury-vapour lamps, 
is being supplied by the B.G.E.C., and 
incorporates the latest fittings specially 
made for this purpose. 


Wharf is expected to be in 
operation vhis autumn but delay in 
obtaining material from the U.K. pre- 


Trucks, 
Commercial 
Passenger Lorries and 
cars Buses Vehicles 
36,143 10,837 17,655 
17,007 2,954 34,311 
56,532 6,459 10,922 
(June) 6,097 — 9,589 
51,210 23,686 54,722 
20,821 12,306 84,378 
2,987 2,278 4,601 
1,766 726 6,650 
20,452 1,461 5,063 
15,612 1,127 11.500 
11,028 160 2,676 
8,000 520 5,000 
34,000 21,200 
21,966 38,244 


RAILWAYS IN FAR EASTERN 
COUNTRIES 


In the following table the kilome- 
trage of railways before 1940 is given. 
During the war and the post-war dis- 
turbances, especially in China, much 
destruction has been wrought and the 
kilometrage has been reduced. This 
is particularly the case in Manchuria 


and North China. 
Kilome- Sq.km. of 


Country trage of Area per 
Railroads km. of 
Railroads 
Burmas Ghse05<00 3,301 183.3 
China (excluding 
Manchuria and 
Taiwan)... sss 11,604 956.8 
Manchuria 11,336 114.9 
Taiwan <ase+s% 3,925 9.1 
Indochina ........ 3,016 245.4 
Indonesia ....... 7,400 257.3 
PRPANE oid sisiecces 24,441 67.3 
FOROS te ajerain micter= sie 6,108 36.2 
Wala yar fins, scene 1,718 79.2 
Philippines ...... 1,141 259.4 
Slaia< ecnSe chines 3,210 161.4 
(United Kingdom . 32,309 6.9) 
(United States .... 381 ‘079 20.6) 


cludes any definite date. 

The Wharf deck measures 700 ft. 
by 50 ft. and is to accommodate cargo 
liners up to 18,000 tons. 

Materials used in the construction 
include 140,000 cu. ft. concrete, 730 
tons reinforcing steel, 397 concrete 
piles, 354 springs, 530 . tons miscel- 
laneous steel fittings. 3,500 cu. ft. 
hardwood, and 120 tons rail material. 
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Hongkong’s Motor Vehicle Business 


The Hongkong business in motor 


the popular cars were Ford (A., B. and 


vehicles, though flourishing, is very CC.) (430) Austin (358) Morris (292) 
much hampered by the fact that ex- Standard (253) and Hillman (192). 
ports to Shanghai and Tientsin are figures in brackets indicate local re- 


practically out of the question, the 
former because of restrictions on such 
imports imposed by the National Gov- 
ernment, and the ‘latter because trade 
with the Communists is still on a bar- 
ter level and motor vehicles have not 
yet been included among exchangeable 
commodities. In Hongkong itself, how- 
ever, it is considered that prospects 
are favourable especially in view of 
the number of wealthy Chinese taking 
up residence in the Colony, and who 
would take their cars with them should 
they return to China. Sales continue 
good, with British makes in 1948 lead- 
ing especially in small cars, the favour- 
ite being Hiliman (293) Vauxhall (233) 
Ford (American, British and Canadian) 
(210) Austin (207) and Morris (189), as 
shown in our issue of March 2. In 1947 


gistrations. The big American car with 
its flashy appearance would no doubt 
have greater possibilities if it were not 
for the hilly nature of the roads, with 
their steep gradients, narrow width, 
and hairpin bends, which are sometimes 
completely blocked by a large car en- 


deavouring to negotiate a corner or,to | 


turn in the narrow road. 


Imports and Exports 


During 1948 imports of motor 
vehicles into Hongkong fell in quantity, 
if not in value, as compared with 1947, 
but exports rose considerably, larger 
numbers being despatched,to Macao, 
Korea and Japan than in the previous 
year. 


Imports of Motor Vehicles 


1948 1947 ae Imports fro 
Tractors and lorries 124 909,919 236 =: 1,534,416 Ue isa aainraa 
Motor. cars <6..5... 2,345 16,015,547 2,790 17,241,947 ee ee as 
Chassis and parts .. 300 8,973,714 810 5,624,754 Ou Staines een 
Motor cycles & parts 352 571,973 186 367,979 Ske ea GEE ORS 
3,123 26,471,153 4,022 24,769,096 
Exports of Motor Vehicles 
1948 1947 Exports to: 
Ching. © octucic wen 
Tractors and lorries 379 2,030,825 189 1,246,271 MACAO. 6s ascspis 3 
Motor cars ........ 759 6,330,611 499 3,609,581 ROTC Re erersscrne: scien 
Chassis and parts .. 100 =. 2,832,612 125 734,642 ODODE ec cocoa 
Motor cycles & parts 354 187,394 124 161,995 OU OFS wets sats 
1,391 11,381,442 9317 5,757,489 


The bulk of total importations of 
motor vehicles and parts, i.e., 1.907 
vehicles to the vatue of about $13.3 
million or about 50 per cent., 
from the United Kingdom, with the 
United States second with importations 
of 929 vehicles and parts to the value 
of $10.9 million or 41 per cent; motor 
vehicle parts, however, imported from 
the U.S.A. amounted to $3,719,238 as 
against $837,385 from Great Britain. 
Canada was third on the list, with 238 
motor vehicles and parts valued at $1.9 
million. 


Exports went mainly to Macao, 
China, Korea, and Japan. Macao is a 
small market, so clearly these vehicles 
merely go to that port for re-export to 


China. Details are given below of im- 
ports into and exports for Hong- 
kong: — 
1948 1947 
$ $ 
.. 1,907 13,273,653 2,006 12,334,107 
= 3 929 10,900,894 1,847 11,413,280 
ta 238 =1,946,667 121 808,054 
ae 49 349,934 48 213,655 
3,123 26,471,153 4022 24,769,096 
1948 1947 
$ $ 
ss 469 3,980,332 471 2,778,591 
AL 330 =—:1,340,001 183 930,110 
ene 258 2,283,296 17 99,792 
ne 152 =: 11,618,982 38 360,771 
to8 182 2,158,831 228 1,583,225 


1,391 11,381,442 


937 5,752,489 


Match 163 


came- 


1 


oy 


1949 
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Hongkong Commodity Markets 


Cotton Piece Goods were finding 
more buyer resistance abroad which 
also affected the production of local 
weaving mills. The season is now 
coming to its end which depresses 
prices generally. On the other hand 
there is increasing inquiry, without. 
any larger orders as yet materialising, 
for the better known brands but 
Overseas ideas of prices are constantly 
on the decline. Japanese piece goods 
are finding ready markets everywhere 
which is to a large extent due to the 
favourable combination of relative 
low price and dependable quality. 
As regards supply from Chinese mils 
the overseas buyers are never sure 
about continued deliveries and there- 
fore Japanese goods, even if offered 
at slightly higher than Shanghai 
prices, usually find better _ sales. 
Locally produced piece goods are ship- 
ped out in smaller volume than dur- 
ing the earlier weeks of this year but 
the mill activity has not  noticeabiy 
declined. Anxiety about the future 


volume of sales is nevertheless not 
concealed by local manufacturers. 
The duiiness of last week’s local 


market was mainly psychological and 
a result of heavy stocks in the 
Colony’s godowns but added factors 
were the holding back of Indian 
buyers following large shipments to 
that country; the uncertain political 
situation in Siam; the difficulty of 
making transhipments to Indonesia. 
Sellers also were unwilling to sell at 
the low prices ruling, especially as 
stocks were needing replenishment. 
Low quality grey sheeting sold at $41, 
peacock brand, 40 yds. at $45 per 
piece. Kincheng drill, best quality, 
12 Ibs., fetched $46 per piece. Sun 
Kwong pongee shirting was offered 
at $56. Woollen Piece Goods. Prices 
fell as a result of arrival of large ship- 


ments from Europe: British gabar- 
Gine indented for at 22/— sold at the 
lower price of $15; white flannel in- 
dented at 25/- sold at $15 to $16. Or- 


ders for woollen piece goods from 
Italy were greatly reduced in quan- 
tity owing to the losses sustained by 


some loca? dealers Jast year. 


Cotton Yarn. The cotton yarn 
market was good, on account of de- 
mands from South Africa. Trade from 
French Indochina also showed signs 
of improving. Local weavers and 
knitters were well suppiied with yam 
Government stocks being sufficient 
for two months’ operation. An order 
for 1,000 bales of cotton yarn was re- 
ceived from Pakistan. Shipment of 
cotton yarn from Shanghai is becom- 
ing more difficult, thus hampering the 
local market in filling requirements. 
Prices accordingly rose, 20’s and 32’s 
fetching $10 more. Golden hen yarn 
20’s sold at $1300, later falling to 
$1260 to meet competition; water 
moon fetched $1205 per bale. Kin- 
cheng 20’s sold at $1300, rising to 
$1310, and golden star 20’s_ fetched 
$1235, both without permit. Blue 
phoenix, with permit, sold at $1760, 
40’s sold at $2200 odd, due to falling 
stocks; 42’s fell to $2220. 


Raw Cotton. Indian raw cotton 
being in short .supply, buyers were 
compelled to turn to America. It was 
reported that 2,000 bags would be 
arriving next month, but that this 
quantity would be quickly absorbed 
by local cotton mili requirements. 
The price of American raw cotton is 
higher than the Indian, but the quality 
is better and suitable for yarn of 32 


counts, inferior quality cotton being 
added for 20’s. Pakistan LSS cotton 
was sold for $1.85 per lb. and 4F 


fetched $1.75. 


Metals 


Stocks of metals in Hongkong were 
augmented by the arrival of 15,000 
tons. A further shipment of 8,000 tons 
is expected. About 70% of these 
cargoes come from France; the main 
portion of the shipments consisted of 
bars (round, flat, angle and square), 
and steel sheets. The indented value 
was reported to have fallen from £40 
to £34. 10s. cif. Korea and Hongkong. 
North China would take a large part 
of the shipments, but the existence of 
these large stocks, togther with the re- 
duction in price had a depressing effect 
on the market. Mild steel bars of all 
kinds were weak for the reasons men- 
tioned; 40’ round bars 5/16” and 3/8” 
were offered at $44 per picul, %” rose 
to $43, %” to %%” ‘were booked at 
$36 for forward delivery and 1” at $38. 
Flat bars %” to %” fell by $2 per 
picul, angle bars declined by from $1 
to $2. Galvanized mild steel sheets 
(thick) being in demand rose. slightly 
G.24° selting at 60 cents per lb., G.26 
at 68 cents, and G.28 having reduced 
stocks selling at 82 cents ver lb. Mild 
steel plates, Belgian, were weak as a 
result of large stocks; 3/16” sold at $73 
per picul, %” at $55, 5/16” were offer- 
ed at $52. American tinolates met with 
a dull market 20 x 28 (200 lbs.) selling 
at $125 per case; British tinplates, 
meeting with a demand from factories, 
rose to $107 for 200 Ibs. and $97 for 
180 lbs. packing. American steel hoops 
were steady, with demands from Siam 
and Singapore, %” rose from 75 cents 
to 78 cents per lb. Galvanized wire 
met with a good market, G.8 to G.12 
(Belgian) sold at $57 to $58, G.14 to 
to G.16 at $58/$62, G.18 to G.22 rose 
by $7 to $8, while G.20 fetched $90 per 
picul. Wire nails were steady with 
orders from India, Africa and Manila; 
Belgian %” to 3” sold for $60 per 
picul, Czechoslovakian nails fetched 
$57, ex-godown $55. Japanese nails 
were indented at $51 c.if. Hongkong. 
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Zinc sheets were offered at G.4 $148 
per picul, G.5 $140, G.6 $137; zinc 
sheets from Poland were about $2 
lower in price. A demand from local 
factories coupled with a shortage of 
supplies caused a rise in British brass 
sheets: G.16, 14 x 18 inches sold for 
$235 per picul, G.18 at $230. 4 x 8 ft. 
1/32” to 3/32” rose by $10, %” rose to 
$210 and %4” to $200; Japanese 14 x 
18” fell to $190. Australian copper in- 
gots, filling Canton requirements, rose 
from $92 to $100 per picul. 


Cement 


Competition in the cement market 
was very keen during the past week 
but a heavy shipment of Taiwan 
cement amounting to roughly 3,000 tons, 
affected the price, which dropped to 
$5.40 per cwt. with forward buying 
dropping by $5 to be sold at $107 per 
ton. Japanese cement led the market 
because of its cheaper price. Indochina 
red and black dragon brands sold at 
$5.70, and Japanese 100 lbs. at $5.50. 
On the whole however, the demand 
continues to be good due, in large mea- 
sure, to the wide demand for building 
materials in Hongkong. 


Paper 


The paper market declined because 
of large arrivals from the United 
States. Newsprints in roll declined by one 
cent per lb (31”) to 36 cents, while the 
43” fell to 35 cents and later to 35.5 
cents. The Swedish paper market im- 
proved when the news was circulated 
that re-exports were to be permitted. 
which means that the Swedish paper 
lying in this market was allowed free 
exportation. American 80 lbs. wood- 
free sold at 88 to 89 cents per Ib. and 
was intented to Hongkong at c.i.f. US$ 
295. American woodfree of 40 lbs. 
quality was booked at US$310 cif. 
Hongkong. Paper of Norwegian origin 
was indented at £96 cif. Hongkong 
with higher quaiities at £100 Hong- 
kong. Cardboard, bond paper. M. G. 
Ribbed Kraft, M. G. China cap all de- 
clined during the week. the last men- 
tioned falling as much as 30 cents. 
Ribbed Kraft (white) sold at $28 and 
‘Glassine papers at $25. 


Chemicals 


The chemical market was reported 
as being somewhat dull during the 
week but in some instances the price 
kept steady and even rose, especially 
when shipments to North China be- 
came possible. American Caustic Soda 
(700 Ibs.) fell considerabiy when it was 
known that a large quantity had been 
unloaded in Hongkong. Sellers im- 
mediately became anxious to get rid of 
their stocks and offered as low as $197 
with forward buying at $170. As the 
indented value was $175 the margin 
became narrow especially as a further 
drop was feared. Belgian Sulphate of 
Ammonia rose a little. This was parti- 
cularly noticeable in sulphate of am- 
monia of Korean origin which, due to 
the lack of further supplies sold at 
$425 per ton. American Chlorate of 
Potash 200 Ibs. sold during the week 
at 66 cents per Ib.; Swedish at 55 cents 
while Finnish: ‘Chlorate of Potash was 
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Philippine Economic Reports 


Estate Sales and Building 
Construction 


Real estate sales in Manila in 1948: 
total 57,798,121 pesos. For the months 
of October, November, December re- 
spectively (in pesos): 3,046,287; 5,386,- 
248; and 5,350,376. Previous statistics 
for years 1939, 1940 and 1947 and first 
9 months of 1948 in our issue of Dec. 
22, p. 670. 

Building construction 
1948: total 82,792,569 pesos. For Oct., 
Nov. and Dec. 1948 resp. (in pesos) 
5,368,800; 3,424,125 and 4,507,580. 
vious statistics in our issue of Dec. 22, 
p. 670. Annual average of building 
construction in Manila per month: in 
1948: 6,899,381; in 1947 pesos 6,158,937; 
in 1946: pesos 3,960,575; in prewar 
years from pesos 514,229 to 773,380. 

Manila real-estate sales were active 
in the number of transactions but low 
in total peso value during the month 
of January. Registered sales for the 
month aggregated 1,889,924 pesos re- 
presented by 208 transactions, which is 
typical of post-war activity, but only 
two of the transactions, one of 200,000 
and the other of 145,000, represented a 
price of over 80,000 pesos. ; : 

The unusually high volume in high- 
priced properties changing hands dur- 


Real 


in Manila in 


Pre- | 


ing the past two years seems to have 
represented in large part an adjustment 
process which is drawing to a close. 

There were abundant offerings of 
large properties by pre-war owners who 
were attracted by the high prices, and 
also by many who were unable to 
finance rehabilitation of their war- 
ravaged properties and were forced to 
sell. There was a fairly large num- 
ber of large properties sold. 


Tobacco Position 


‘The problems of the Philippine 
tobacco industry are how to obtain 
better tobacco and bigger crops; pos- 
sibilities of increasing the exports sf 
cigars and leaf tobacco; and how to 
stop the increasing imports of cheap 
brands of foreign cigarettes which are 
sold in Manila at prices well under 
the original factory »wholesale price. 
These imports are not only endanger- 
ing the local industry but are in un- 
fair competition with established and 


well known brands of American 
cigarettes. In one instance cigarettes 
invoiced and selling at pesos 12.50 


c.if. Manila, and classified under the 
lowest income-tax bracket of 2 pesos 
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offered at 61 cents. The steady price 
was due to a demand from the interior 
of China. No progress was made in 
Sodium Sulphide because of the large 
supplies on hand. Both American and 
British declined by about $10 per ton. 
Italian origin dropped to $650. Raw 
rubber sheets were offered at $320. 
Smoke sheet No. 1 at $190, with No. 3 
at $92. Acetic Acid rose to $1.05 per 
ib.—a rise of about 10 cents. Bulk 
packing (400 lbs) also improved to 67 
cents. Bicarbonate of Soda (refined) 
100 kilos rose to $46, with 50 kilos 
packing to $22.50. 


Vegetable Oils 


The market for vegetable oils was 
dull throughout the week, exports to 
America having declined. Tungoil drop- 
ped from $117 to $115.50 per picul, but 
sellers were unwilling to push sales at 
that price. Teaseed oil fell heavily, 
being offered at $123, with counter 
offers at $120; Shanghai prices were 
lower than the tocal rate. Rapeseed 
oil (with permit) fell from $120 to 
$115.50, without permit dropped from 
from $114 to $109. 


Cassia whole, which at the beginning 
of the week fetched $90, dropped to $75 
at the close, and Tung Hing Cassia 
Lignea which started at $70 per picul, 
fell to $60. Aniseed Star, Nanning lst 
quality, sold at the reduced price of 
$45 per picuk, as a result of restrictions 
upon imports into North China. East 
River Rosin sold at $30, a fall of $1 
per picul. Galmmuts, Liuchow, were 
offered at $75 without sales, and-Ko- 
rean galinuts were sold at $68.50 per 
picul. 


The American market was also dull 
and sales were effected with difficulty. 
Aniseed oil sold at US$0.85 to US$0.90 
per lb. Cassia oil at US$2.10 to 
US$2.50, and Tungoil at US$0.20 to 
US$0.22.5. 


Ramie 


Szechuan Ramie sold at $160, certain 
sellers repurchasing a large quantity to 
meet forward sales. Sales were also 
made at $165 per picul from available 
stocks. 


Ores 


Wolfram ore (Canton) sold at $360 
per picul, restrictions upon exports 
making the procuring of supplies diffi- 
cult. Tin ingots, 97% Pat-Po, Kwangsi, 
without permit, were offered at $520 
per picul; China tin, 50%, at $320, and 
50% for soldering at $315; the demand 
from abroad was poor. Aluminium, 
pure 99% (China); fell to $200 odd. 
Kwangsi Copper ingots sold at- $115 
per picul, a good price in view of keen 
demands from America. The U.S. price 
per pound was 23 cents. Canton black 
lead sold at $125 per picul, Canadian 
lead was offered at $130. 


Soya Beans 


A large order for about 100,000 tons 
of Soya Beans having recently been re- 
ceived from' Japan, a consignment 
from North China of 20,000 tons was 
placed against it. The price was re 
ported at $30.50 per picul and it was 
shipped to Japan at $33 f.o.b. Orders. 
have also been received from France 
for 3,500 tons at $35 f.o.b., the local 
price being -$32.50. 


1949° 


per 1,000, have a wholesale factory 
price in the United States of $17. 

There is no change in the estimates 
of the size of the crops; if anything, 
there is a probable increase in the 
Union ‘and Pangasinan figures. Sales 
are few and prices tend to decline, in 
expectation of the results of the 1949 
crop. One of the chief causes for the 
high prices paid last year in the Union 
and Pangasinan provinces, and con- 
sequently in the other tobacco regions, 
was the speculation on war. Many 
Chinese merchants wanted to secure 
large quantities of tobacco, which ia 
case of war would have represented 
a solid and profitable investment. In 
the other case, as their overhead ex- 
penses are practically none, they 
could always dispose of the tobacc> 
without loss, selling to local small fac- 
tories, many of which are owned by 
them. 

This year, with 80% or more pro- 
duction and talk of war having sub- 
sided, it is very probable that prices 
will descend to the 1947 and 1946 
levels. 


Philippine Exports 


Exports for December 1948, amount- 
ed -to 189,166 tons, which was consider- 
ably more than the 150,846 tons export- 
ed -during December of the previous 
year. The shipping strike on the Unit- 
ed States Pacific Coast caused no fall- 
ing off in exports; in fact, the 189,166 
tons lifted during December was more 
than the 179,766 tons carried during 
the previous month of November. 

_ Principal commodities exported dur- 
ing December 1948, as compared with 
December 1947, were: 


1948 1947 

Alcohol 40 tons _ 
Coconut, 

desiccated 8,701 ,, 8,425 tons 
Coconut oil 5,670 ,, 5,204 ,, 
Concentrates, 

copper 2,400 ,, _— 
Concentra’ 

gold 186 ,, 214 ,, 
Copra 52,708 ,, 55,549 ,, 
Copra cake SOIT Pe 2,240 ,, 
Embroideries 117 50; 
Empty 

cylinders 2165; 2490S 
Furniture, 

rattan 493 ,, 624 ,, 
Gums ee 93:45) 
Hemp 45,805 bales 45,232 bales 
Household 

goods 134 tons 55 tons 
Junk metal 4,665 ,, yi by gf is 
Kapok {ti tet® A oe 
Logs 1,208,197 bft. 595,878 bit. 
Lumber 3,986,938 ., oa 
Molasses 13,066 tons — 
Ores: 

chrome 26,500 ,, 20,500 tons 

iron 16,196 ,, _ 

manganese 4,748 ,, —_ 
Rattan 186 ,, 228 
Rope a7 Ss 255 
Rubber 135 5; 13a. 
Skins & 

hides 208 =, —_ 
Sugar, raw 19,998 ,, 17,500. ,, 
Transit cargo 57 os rin 
General 
General mer- 

chandise 11,558 ,, 14,711 ,, 
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Cost of Living in Manila for 1946, ll 1948 and January 1949 


Base: 


1941: 


Index of wage earner’s family 


Fuel, Purchas- : 
1946 All Food House Cloth- Light & Miscel- ing Power 
Items Rent ing Water laneous of a Peso 
January .... 603.4 759.2 236.4 984.0 363.8 434.8 1657 
sie St mt 461.9 570.8 236.4 371.9 $44.7 302.1 -2165 
1947 
January sto: 426.2 368.2 453.9 381.9 326.2 282.5 .2346 
aeeg 371.9 395.8 453.9 219.1 298.2 262.9 .2689 
1948 
Janviary Oe. dact S912 428.3 453.9 224.5 504.6 249.9 .2556 
December 365.9 389.9 453.9 202.0 282.4 258.9 .2732 
1949 
January 363.8 386.8 453.9 202.0 279.0 258.9 -2750 


Electric Power Production 


The Manila Blectric Co. produced in 
1948 a total of 61,510,000 kilowatt 
hours. In our issue of Dec. 22, p. 670, 
statistics for 1947 and first {0 months 
1948 were published. Power production 
in the months Nov. and Dec. 1948 were 
resp. 32,661,000 and 35,104,000. The 
1941 monthly average was 15,316,000 
kwh. In Jan. 1949 output was 33,440,000 
kwh. Jan. 1949 output was 6,139,000 
kwh. greater than Jan. 1948, an in- 
crease of 22.5%. Against Dec. 1948 
there was a decrease of 5%. 


Manila Port Conditions 


Congestion on the piers and within 
the customs area is a condition which 
will probably recur from time to time 
in the future, and is one which will 
not be easily solved in spite of efforts 
on the part of the Philippine Ports 
Terminals Company, customs officials, 
and customs brokers. With Pier 9 not 
available for use and with the lack 
of overhead cranes, rush periods will 
cause confusion, a fact recognised by 
all interested parties. All freight- 
handling agencies co-operate to im- 
prove the situation as much as pos- 
sible. 


On January 24 this matter was dis- 
cussed in a meeting between Com- 
missioner of Customs Jose de Leon, 
Philippine Ports Terminals Company 
officials, harbour police, the Arrastre 
Advisory Committee, and customs 
brokers. Recommendations came from 
all interests present and are being con- 
sidered. It is the hope of the customs 
brokers that action will be taken for 
the alleviation of the situation both for 
the bemefit of themselves and their 
customers. 


Careless piling of cargo on the pier 
has occurred in the past to the extent 
that truck lanes were blocked, but this 
has already been’ stopped by means of 
controlling the rate of discharge of the 
ships. Traffic control is being consi- 
dered with the view to adopting mea- 
sures to speed up movements of car- 
goes on the piers and within the area. 
Apparently the Philippine Ports Ter- 
minals Company has enough steve- 
dores and equipment on the piers to 
meet the cargo-handling problem, but 
measures were discussed for better 


co-ordination between customs brokers 
and the Philippine Ports Terminals 
Company so as to have men and equip- 
ment available where and when need- 
ed. Within a short time definite con- 
trols should be in operation. 


One of the major losses of time has 
been in the checking of cargoes mov- 
ing through the gates, and it was 
suggested that additional men check 
the trucks, several at a time, before 
the gates are reached, and trucks be 
allowed to pass through the gates on 
presentation of a pass showing that 
inspection has been completed and 
that its load is in order. Parties on 
both sides of the argument over the 
pier congestion admit that the prob- 
lem is a serious one, not easily solved, 
but co-operation between customs 
brokers and the various government 
entities should result in an improved 
situation. 


Copra and Coconut Oil Markets 


Philippine copra markets reflect the 
outside trends; in Manila, prices ¢rop- 
ped to a new low since 1947. Copra 
required for local production, however 
commanded somewhat better prices 
than world equivalents, particularly 
because of the interest of desiccators 
who maintained their price for nuts 
at well over copra values. In January 
desiccators were dropping their prices. 


Exports for December 1948 total 
53,808 tons, with cestinations as fol- 
lows: 


United States ........ 24,949 
Canklaweue ee eonces 2,000 
South America ...... 4,510 
BULODe 7 hee esses 22,349 


Copra exports for the year 1948: 


United States ........ 59,138 
Burope? o.. 6 ees este 199,376 
Cariada \o rae ee ce 17,799 
South America ...... 14,541 
Japan fo ee a ee 24.340 

Total) ac se eae 615,194 


During last December, shipments of 
coconut oil, all of which went to the 
East Coast of the United States, total-. 
led 5.670 tons, and shipments for the- 
entire year totalled 43,013 tons, equiva-- 
lent roughly to 71,000 tons of copra. 
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Total 1948 exports of copra and oil in 
%erms of copra were therefore slightly 
under 700,000 tons. Whether 1949 will 
‘oe. a better oil year or not will depend 
entirely on whether prices for oil in 
‘the United States will be in line with 
copra values in Manila, which has 
proved to be rarely the case in 1948 
‘and which is an impossibility at this 
particular time. 

The copra-cake market was dull, and 

sthere were few offerings. There was some 
‘interest from Europe at about US$47.50 
per long ton f.o.b. Meal on the Coast, 
however, sold from $70 down {to $67 
per short ton c.if., still slightly better 
than European equivalents. Prospects 
were that meal would drop further as 
the Spring advances. 
» 1949 gives promise of being a nor- 
mal copra year in the Philippines, per- 
haps 10% to 15% batter than 1948. 
Price-wise, however, prospects for 1949 
are less promising than for last year, 
and it would not be surprising if the 
average price in 1949 should be well 
under $200 per ton, gradually declin- 
ing as the year progresses. 

During Ist December, the copra mar- 
ket held steady to firm, with buyers 
willing to pay up to US$255 c.if. or 
f.o.b. and sellers reluctant to accept 
these prices because they felt copra 
might be scarce early in 1949 and be- 
Cause estimated stocks on hand were 
light. Consequently, sallers did not 
generally take advantage of what now 
appears to have been an excellent op- 
portunity, and last year ended with 
sellers holding for $260, and with buy- 
ers showing less interest, even at $255. 

At the beginning of 1949, the picture 
changed. Preliminary estimates of oils 
and fats available for Europe indicat- 
ed that there will be plenty of copra 
available fer all the ECA dollars al- 
lotted, largely because of increased 
availability of fats in soft currencies. 
Edible oils, notably cottonseed, soya, 
and peanut, began to decline sharply 
on the American market, due to sur- 
plus crops, and tallow was particularly 
weak. American oil-buyers imme- 
diately withdrew from the market en- 
tirely and refused to quote, and this 
made it impossible for Coast crushers 
to buy copra unless they happened to 
be in a short position, which but few 
of them appeared to be. Consequent- 
ly, Philippine copra declined in ten 
days from $250 to $180, a sensational 
drop of over 25%. This tendency was 
reinforced by the French buying policy, 
where the market was brought down 
from $240 f.o.b., shipped weights, to 
$197.50 f.0.b., delivered weights, equi- 
valent to little more than $185 f.o.b., 
shipped weights. After making these 
purchases, France dropped out, and the 
subsequent interest from Europe was 
negligible. 

Buyers pessimistically predict that 
copra would soon drop to $175, and 
maybe $150, which would be reason- 
able if coconut oil were to fall into line 
with other domestic oils. But with the 
sharp drop, production immediately 
dried up, and it became evident that 
there should be a fair amount of short 


March 16° 


Reports from Indochina 


AIRPORT DEVELOPMENT 


The opening of the Saigon-Haiphong 
airline by a C.54 aircraft of Air France 
took place recently. The landing 
strip of Cat-Bi at Saigon is now of- 
ficialty open to Skymasters. Apart 
from the construction of a runway 
which can be used by 33-ton aircraft. 
a control tower was erected at Cat-Bi 
last year, the former airport construc- 
tions have been repaired and _ three 
new buildings also constructed. A 
second runway is shortiy to be put 
into working order on which light air- 
craft will! be able to land, regardless 
of weather conditions Finalky, 
runway will be lengthened to permit 
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covering to be done on a market whicn 
appeared to be reasonably well sold up 
for January/February shipment. There- 
fore, the market steadied at $180 to 
$185, and, in January sellers were 
holding back, it being felt that any 
copra required for prompt shipment 
could command fully $190. 


Desiccated Coconuts 


Exports of desiccated 
1948 (in lbs): 
Franklin Baker Co. of the 


coconuts in 


Philippines ..........-- 42,976,816 
Blue Bar Coconut Co. . 17,379,490 
Peter Paul Philippine 

COrpimeiict oe ac Seen 27,009,000 
Red V Coconut Products, 

tani ~ Ghiot: Gewese 15,575,100 
Sun-Ripe Coconut Pro- 

ucts oINGsss ase: wes 7,266,100 
Standard Coconut Corp .. 2,096,800 
Isabelo S. Hilario ....... 1,273,500 
Cooperative Coconut Pro- 

UGA TRO Hees Seas Re 2,082,649 
Tabacalerat.. «. seer ees 3,344,280 
Luzon Desiccated Coco- 

nut Corpirei sik. tee. 1,553,540 

120,557,266 


Manila Hemp 


Production for December 1948, was 
36,884 bales,—an increase of 6,745 bales 
from November 1948. Non-Davao bal- 
ings for December were slightly better 
than those of November, being 15,936 
bales as compared with 15,012 bales 
for November. The bulk of the in- 
crease resulted from Davao balings 
reaching 20,948 bales, as compared with 
15,127 bales for November,—an in- 
crease of 5,821 bales. 


Total pressings for 1948 amounted to 
577,464 bales, compared with 786,765 
bales for 1947,—a decline of 209,301 
bales for the year. For the trade there 
are no signs that 1949 production will 
be much in excess of 1948. 


the take-off and landing of aircraft 
weighing 60 tons. Later on, the run- 
way will be lengthened ~ further for 
the use of aircraft weighing 130 tons. 
The building of an hotel and further 
constructions will complete this air- 
port. Cat-Bi will thus become a Class 
A .international aerodrome and one of 
the world’s most important air traf- 
fic centres. 


NEW AIR ROUTE . . 
The first commercial air trip between 
Saigon, Phan-Thiet, and Nhatrang was 


- made by the Cosara Company in Febru- 


ary. ‘There will now be a regular 
weekly service which will make it pos- 
sible to supply the Saigon market with 
fresh fish from Phan-Thiet. The sea- 
side resort of Nhatrang will enjoy a mew 
era of prosperity. Improvements are 
now being made to the Nhatrang aero- 
drome so that it can be used by Sky- 
masters. 


POLITICAL DEVELOPMENTS 

Tran-van-Hwu, governor of South 
Viet-Nam, stayed at Cannes in February 
and in the course of a series of inter- 
views granted him by H.M. Bao-Dai, 
reported on the situation In South Viet- 
‘Nam and conveyed to the ex-emperor the 
desire of the people of South Viet-Nam 
to be united with North and Central 
Viet-Nam, in the historic framework of 
the Vietnamese community. 

The Committee for the return of 
H.M. Bao-Dai to Viet-Nam has been 
very active in the recent past. Phan- 
van-Giao, the governor of Central 
Vietnam, is organising the movement. 

Mr. Leon Pignon, the French High 
Commissioner in Indochina, visited 
Luang-Parbang (capital of Laos) 
where he was received by King Sisavang 
Vong of Laos. The French High Com- 
missioner and the King of Laos studied 
the measures to be taken in order to 
raise the kingdom to the status of an 
independent country within the frame- 
work of the French Union. 


TONKIN PRODUCTION REPORTS 
The situation in the Tonkinese indus- 
try is satisfactory. During December, 
14,000 cubic meters of limestone were 
taken from the Bay of Along quarries, 
and the Haiphong cement factory pro- 
duced 15,000 tons of rough cement. The 
Tonkinese collieries produced 40,000 tons 
of anthracite. The Tin and Wolfram 
Company has started mining operations 
again in Cao-Bang province. Finally, 
the Tonkin Cotton Company of Niam- 
Dinh has produced a million meters of 
cotton piece goods and 17,000 blankets. 


TCURIST TRAFFIC 

The Indochina Govt. has drawn up 
plans to make the country an inter- 
national tourist and air transport centre. 
In Saigon one of the two largest hotels 
is renovated to provide accommodation 
for air travellers. After its completion 
it is hoped to get air transport com- 
panies to stop regularly in Saigon. The 


Economic Reports from Malaya 


Rubber Exports from the Federation 
of Malaya 

; Following are detailed rubber ex- 
ports from the Federation of Malaya 

in 1948; in long tons; by countries of 

destination :— 


United Kingdom 84,812 
Ganada gic caste. . 17,815 
HAIGH BEG Piers: visteiv’s a5 che ovine caor 2,630 
SONI AN Veh ish taveteye © as oa. GRR ws 23,209 
PASIAN: PSS. o gidiannetoe closes 6,575 
MO VEZEV TANI ja viseye sien Onc oie es 55 
Wnionvof India <2... 5. <6 2,645 
PEPAMCO Uanletcos.. kia artic < wine eyee 19,059 
BT CORR a reo cs one Sse w aie 5,687 
BNOEVKAMH aychs[s oii >, cepa a eieiele's 1,361 
BOCHINATICS | ios k's cas seaeneGec es 2,440 
PRGIMONIG dc. Phe. cee natens =. 2 448 
NGS aT eRe ea, eet ce 4,360 
PNGLNEWIANGS mec es ce ches 7,019 
SEMA UN casas tee ce cx Sees 1,009 
UTOURILLT AE tye Giese Sg che Rea ae 978 
SCE A epic ai SER ces ee 1,685 
Czechoslovakia “2.00225 27. .<- 1,880 
Meany® «OMe Seti. Ma ot. Se. 10,904 
eS WASE..: 880). AS. Bees. eee 169,569 
ADAGE. OSS- cee Sas. we 9,556 
COWIS Bgsce swe beth. «<tc «dette 450 
PISLT ANAS Bie <a toin.. Sateie ae facts 2,192 
ING UPCAIANG uccwisins -moeneieias 121 
eg TEREEA MUR Cat ce ora neyomisy e's. oars, astm oie 150 
PeMSNG cere e waists ck os ae ws © 2,301 
SLOT Uh Re erate eats ons 6 
EST Se Ot lS ont ate aS _° 
OSV GMT sieicloaia aie aisle @ ates 
PARRA 6 ads. Ecler esae eis ss <p0, 474 
Union of South Africa ...... 2,928 
Ber. Sah a, teuate wis. sinis cveinte.esoregs 44,985 
DIP UCUT AG | aPC ice Sea eer 801 
OW Ne aa eee eniano anaes 995 
Other Countries in S. America 1,170 
Total Foreign Exports, 194% 430,778 
Total Exports to S’pore, 1948 301,098 
Totak Exports, 1948 ....... 731,876 
Total Foreign Exports, 1947 437,191 
Total Exports to S’pore, 1947 274,410 
Total Exports, 1947 ....... 711,601 


French hi to make a Far Eastern 
Riviera rag shores of Baie d’Along, 
near Haiphong. Plans include a new, 
enlarged airfield at Haiphong, a large 
new hotel in Haiphong, and a floating 
hotel ship in the Baie, joined to Hai- 
phong by regular speedboat services. 
Completion of the latter two is anti- 
cipated by the end of 1950 Already the 
country has two tourist attractions in 
operation—the famous Cambodian ruins 
at Angkor and the hill resort at Dalat. 
300 kilometres north of Saigon. Planes 
fly severa] times weekly between Sai- 
gon and both places; both can also be 
reached by road but the motorist must 
travel in convoy. Dalat will probably 
enjoy the first boom in tourist trade this 
summer from Malaya, where Com- 
munist guerillas have restricted visitors 
to Malaya’s own hill station in the 
Cameron Highlands. Seeking accom- 
modation for some 100 European em- 
ployees who used to escape the heat. in 
the Camerons, the Shell Company in 
Malaya inquired about facilities at 
Dalat. Angkor hag remained now as be- 
fore a mecca for tourists to this part of 
the world, 
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Rubber Production in Malaya 


Total production of rubber in 1948 
was 696,978 dry tons (645,229 tons in 
1947), of which 402,907 t on estates and 
294,071 by smallholders. Highest pro- 
duction figures were reported from 
Johore with 93,865 t, Selangor with 
72,151, Negri Sembilan 63,544, Perak 
62,019, and Kedah 50,738 tons. In 
every case, last year’s production was 
above 1947 figures. The highest month- 
ly production last year was in April 
with 66,408 tons, followed by Sept. 
64,202, Jan. 61,989, Nov. 61,971. Dec- 
ember production was 57,986 t. 


In addjtion to the above production 
of rubber, latex production in 1948 ag- 
gregated 45,884 tons (32,159 t in 1947). 
Largest producers were Johore with 
16,105 dry tons, Negri Sembilan with 
9,759, Kedah 9,686 and Selangor with 
6,322 dry tons. 


Rubber Output & Markets 


Rubber production in the Federation 
of Malaya during January _ totalled 
58,637 tons—651 tons more than in 
December, and the fourth highest 
figure since the Emergency _ began. 
Estate production totalled 36,397 tons 
(1,780 tons below the December re- 
cord). Foreign exports (47,401 tons) 
were, however, the highest since Octo- 
ber 1947, when there was a peak of 
77,990 tons. Of January’s exports, 
15,094 tons went to the United States 
(a rise of over 5,000 tons from Decem- 
ber) and 7,406 to the United Kingdom 
(5,553 tons above December). 

Estimated production for  small- 
holdings increased from 19,809 tons 
in December to 22,240 in January. 

Stocks in the country on Jan. 31 
totalled 82,032 tons—24,277 on estates, 
50,924 with dealers, 6,331 at ports 
The stocks were approximately 1,000 
Meg more than at the end of Decem- 


Import of rubber into the Federation 
totalled 5,143 tons (5,809 in December). 


The rubber market can be regarded 
as featureless; the outlook is obscure. 
Although there are several factors 
which will eventually make them- 
selves felt, none is yet sufficiently 
definite to influence the trend. Good 
sheet for immediate shipment has 
been fetching a small premium, this 
being required to complete the loading 
of ships for Russia, now in Malayan 
ports. Fine pale crepe is very scarce 
and the premium offered for this is 
increasing. 


London enjoys now a steady mar- 
ket with the shortage of the stock 
position there causing an _ increased 
premium on the April-June terminal 
market, the volume of c.if. business 
remains small with interest from the 
U.S.A. negligible but the rise caused 
by the covering of Continental orders 
proves of duration. 


There were reports circulating in 
Singapore to the effect that the Brit- 
ish Govt may consider the restriction 
of rubber exports to the USSR. Rub- 


ber planters are of course anxious to 
maintain the flow of rubber to the 
Soviet Union and it is proposed to 
send a Chinese rubber representative 
to Russia to negotiate direct sales of 
larger quantities than in 1948. 


Russia, it is estimated, could buy 
500,000 tons of rubber a year—the 
100,000 tons purchase last year was 
on a strictly regulated basis and 
bound by the Anglo-Russian trade 
pact. Should Russia be restrained 
from buying more rubber from Mala- 
ya, it is evident that indirect channels 
already providing rubber to Russia 
may be exploited further. One such 
channel is Siam, whose monthly ex- 
ports—7,000 tons, is far in excess of 
the estimated yearly output of 50,000 
tons. 


The loading of a shipment of 9,500 
tons of rubber from Malaya has been 
completed at the beginning of March. 

More Soviet ships for Malayan rub- 
ber are due next month. 


In order to stop the transhipment 
of Malayan rubber, the Federation 
Government decided to ban rubber 


exports to Siam and Burma. The ban 
may eliminate the unfair advantage 
which North Perak shippers had 


hitherto enjoyed over competitors in 
other parts of the Federation. Most 
of the rubber to Siam had been sent 
from Kuala Kurau for re-export to 
America. Owing to the favourable 
rate of exchange these exports had 
lately tended to increase. 


PROBLEMS OF NATURAL RUBBER 
PRODUCTION 


World production of natural rubber 
for the first ten months of 1948 has 
been estimated at 1,247,500 tons—an 
annual rate of 1;500,000 tons. Con- 
sumption for the same period is put 
at 1,145,000 tons or an annual rate of 
1,375,000 tons. If output of natural 
rubber continues to expand, surplus 
production may become serious in 
1949. The world’s potential production 
of natural rubber exceeds 2,000,000 
tons a year. 


Demand depends on strategic pur- 
chases by Russia or America. Russia 
purchased 37,024 tons of rubber from 
Malaya in 1947 and a further 60,406 
tons up to September 1948. Russian 
yequirements have been put at 80,000 
tons a year, but this figure must re- 
flect the limited amount of sterling 
which Russia is disposed to spend on 
rubber, rather than its total require- 
ments of natural rubber—these must 
be greater, even when allowance is 
made for Russia’s own synthetic rub- 
ber production. Only the Russians 
know how these purchases are divided 
between current consumption and re- 
serves. 


America’s strategic purchases are 
more important to the rubber market. 
In quantity, they may not be much 
larger than Russia’s purchases have 
been even though buying by the 
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United States is not restricted by any 
‘shortage of foreign exchange. In the 
third quarter last year, the US Munt- 
tions Board bought 25,000 tons of rub- 
ber through the market and also made 
a special purchase of 26,000 tons direct 
from the British Government under 
the ECA agreement. Total purchases 
in 1948 will not exceed 100,000 tons, 
though this quantity would equal 
nearly 17 per cent of America’s current 
consumption of natural rubber. In 
any case, the United States is not 
counting on natural rubber to meet 
its full needs for defence, in an 
emergency, the United States will rely 
more on its own production of synthe- 
tic rubber. 

American and Russian purchases 
have given support to the rubber 
market. Not all purchases represent 
a net increase in demand for natural 
rubber. In the United States the con- 
sumption of synthetic rubber is above 
the minimum level of 222,000 tons 
-prescribed by law and has exceeded 
it to the extent of 110,000 tons in the 
six months since April. So long as 
the price of natural rubber remained 
above one shilling per lb. it paid 
manufacturers to substitute synthetic 
for the natural product—given the 
fixed selling price of 18% cents a lb. 
for GRS (general purpose synthetic 
rubber). Thus American strategic pur- 
chases helped to keep the price of rub- 
ber above 1/- a lb. for the greater 
part of 1948 and also helped to divert 
supplies of natural rubber from com- 
mercial consumption to the Govern- 
ment’s stockpile. The GRS is com- 
petitive with natural rubber at a 
shilling a pound; if the promise of the 
new cold synthetic rubber is fulfilled, 
it may compete at an even lower 
price. 

The United States dominate the 
world demand for rubber. American 
consumption of natural rubber last 
year equalled an annual rate of 
630,000 tons, while consumption of 
synthetic rubber has been at an an- 
nual rate of 450,000 tons. Synthetic 
production has been at 490,000 tons, 
and the surplus is available for stock- 
piling. Britain is the world’s second 
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largest consumer of natural rubber; its 
consumption has been at 195,000 tons a 
vear. There is virtually no produc- 
tion of synthetic rubber in the United 
Kingdom. Britain’s share of world 
rubber consumption is only 14 per 
cent, while the United States accounts 
for 45 per cent. If the use of natural 
rubber is to be increased, it will have 
to be competitive with GRS in price. 


High Pepper Prices 


New high levels in pepper quota- 
tions were reached at the beginning 
of March in Singapore following the 
Dutch move to end barter 
which three Sumatra ports including 
Telok Betong (pepper port) where 
stocks of pepper were entirely strip- 
ped by Singapore barter traders. The 
only other source in Sumatra, Muntok 
Island at the mouth of the Palem- 
bang river, exports white pepper on 
the non-barter basis. The Indonesian 
import, export and foreign exchange 
regulations have made shipments dif- 
ficult to Singapore. 

In spite of the high Singapore prices 
new interest in the pepper market 
was received from New Zealand and 
Australia. The volume of turnovers 
in the last few weeks totalled hun- 
dreds of tons. New York prices are 
now making progressive advances but 
are still behind Singapore. The price 
of pepper appreciated from Malayan 
$145-$150 (white) and $95 (black) last 
February to $233-$234 (white) and 
$185 (biack) now. The highest prices 
reached last year was in October 
when quotations were $218-$219 
(white) and $220 (black). Black pepper 
at that time was scarcer than white 
pepper. 


Tin Output in January 


The Federation’s tin mines set an- 
other record in January with an out- 
put of 5,741 long tons (96,454 piculs), 
a 50-ton increase over the December 
figures, which were the highest for 
last year. Perak headed production 
with 3,681 tons (61,842 piculs), Selan- 
gor next with 1,435 tons (24,116 
piculs). Tin in ore production in the 
two States during December was: 
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Perak, 2;757 tons and Selangor 1,079 
tons. Production in other States was 
as follows in January:— Negri Sem- 
bilan, 2,579 piculs; Pahang, 3,417 
pickus; Johore, 990 piculs; Trengganu, 
659 piculs; Kedah, 726 piculs; Perlis, 
1,578 piculs and Matacca 547 piculs. - 


Pineapple Exports 


Federation and Singapore are at 
present negotiating with the United 
Kingdom for a contract under 
which Britain would take  300,000° 
cases of canned pineapple this year, 
an increase of 150,000 cases over last 
year. The increase, if gained, will go 
a-dong way towards stabilising the- 
Malayan pineapple industry. Although 
last year’s harvest was a bad _ one,. 
pineapple growers and packers gen- 
erally believe that the industry will 
be able to honour a contract for 300,-- 
000 cases this year. Of the 150,000 
eases which Malaya undertook to sup- 
ply Britain between June of last year 
and February of this year, only about 
100,000 cases have so far been de— 
livered. The deadline has, nowever,. 
been extended by Britain and it is 
expected that the other 50,000 cases- 
will be delivered within two months.. 


Malayan Tin 


In January 1949, tin-in-ore from the 
Federation transported to Singapore 
and Penang totalled 4,640 tons (mostly 
from Perak 2,867 tons, Selangor 1,247 
t). The above quantities include small 
amounts of tin metal smelted in the 
states of the Fedération. Tin metal 
contents are calculated at 75%. Com- 
pared with previous months of January 
the current figure is satisfactory: Jan. 
1948: 3,192 tons, Jan. 1947: 1,160; Jan.. 
1941: 5,764, Jan. 1940: 6,507, Jan. 
1939: 4,904 tons. 


Total tin movements from the: 
Federation to Singapore and Penang. 
for the years 1948, 1947, 1941, 1940 and 
1939 were as fohows:—45,739 tons, 
26,927 tons, not available, 84,751 tons,. 
and 55,019 tons. 


